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CHAPTER I 


INTRODUCTION 
Objective 


Since the end of the Allied occupation in April, 1952, 
Japen has grom economically to take a current position as the 
world's third largest producer (the U. S., Soviet Union and 
Japan, in that order). Its continuous real economic grawth 
rate cf 10.1 ».ercent (since 1954) is unperalleled in nistery 
and the implications of this, and other factors, make Japan 
Baw GOly G PGNGiGavLe couviikaG GUuUpEtLivor, DULL &@ powerius 
political and sacial ferce in Asia now with an even nore 
powerful potential for the future. Tha objective of this 

tudy, tnen, i. to examine one of the salient sconsmic factors 
which hag materially contributed to Janan's becoming cuch a 
dyuamic and competitive nation, i.e., the major business 
ErOUDS. 

Historically, overvehelwing preiominance in finance, 
kHGustry and “rade was held by Four huge business groupings: 
Hitevi, Mitaubishi, Sumiteme and UVasuda. hese and otner 
grcuns not netray as large or as powerful, were known 
cGlleatively end individually by the Japanese term "zsibatsn. 
The lmpertance of thesa organizations to Japan as a whole vas 


sucainetly expr ed by the fouretime prime minister, Yoshiaa 


}-= 


2 
Shigeru, who, shortly after the start of the occupation, said 
that "the nation’s economic structure had been built by such 
old es tablished and major financial concerns ... , and that 
modern Japan owed her prosperity to their endeavors, "+ 
upon the same pattern of thought that Yoshida verbalized, the 
political-ecoc:omic experts of the Allied powers generally felt 
that the zaibutsu were largely responsible for Japan's 
aggression and, as a result, occupaticn authorities were 
Girected to dissolve then. However, despite dissolution effor‘s 
these major groupings, by name, still exist today. 

Thus, given a background of the tremendous influence 
of the big business concerns, the research question to be 
answered is, ‘Is the zaibetsu system, per sc, still operative 
in danan. and, if not, what has renlaeed 14?" In Form ia t4 ric 
an answer, other questions which have naterlalized are: 

(1) What, in reality, is the g2ibatsu, how did 

1% develoy;, and what are lts salient organizational 
and financial features? 

(2) Wheat are the social, political and econcemic 

conditions and philosophies both before and after 
the occups.tion which affected the zalbatsu? 

It is hoped that the ansverr t) these questicns through 
the study of the zaibatsu with thelr iaterrelated econumic, 
political and sociai reiationships, will assist in gaining a 
better undersianding of the nature and significance of large 
Japanese business groups both in the historical and the current 


Sense. 





TT 





1 the quotation has heen extracted from the text of 
Youhida's entire statement as presented in Eleanor M. Hadley, 
Antitrust in Japan (Princeton, N, J.: Princeton University 


Pnectnatenns Stoner aon 


Presa, 1969), be 423. 


2 
Boone 

fhe scope of research for this thesis has been limited 
by several factors. First, due to the author's inability to 
read either Jzpanese ideographic script (kanji) or the two 
current syllabaries (katakana and hirarzena), source Gata hac 
been necesear:.ly reduced to those publications in English or 
to translations of dapyanese works by other pereons. By this 
restriction, much valuabie information may heve been lost 
although a ra cher extensive bibliography in English has been 
developed. 

Ihe second major limitation to the scope of this thesis 
is the incensistency found in Japanese financial data. Por 


many years, dupanese business concerns wera either not 


Lnformation. Not until the late 1950s cr sarly 1960s were data 
published whee comparisons could be drawn with Western 
businesses. However, in that the Japaiese & tit a6 not 

subser ibe to ull disclosure and other accounting cenventicus 
familiar io the United States, the majority of this recently 
published material must be viewed BS Sispest by our stenderds. 
since a conparative analysis of derived figures was net 
possible, Japenese financial and other data, as presented by 
various sources, has been accepted witrout dispute. Where it 
is important, however, sources and/or conflicts in information 


have been fully annotated. 


df 


Organization ang Mechanical Details 


een 





In the writing of this study, the Japanese practice of 
giving the family name first has been observed where the nancs 
appear in the text. References to authors both in the feot- 
notes and in the bibliograrhy have followed the standard 
Western technique of family name last. Jn addition, because 
s0 many Japanese terms and organizational names have beon used, 
a glossary of these has been added as Appendix I to facilitate 
identificatio.. 

Tbe tnesis has been organized in a fashion to permit a 
topical approach within a Sirona tes vate An attempt 
has been méde to maintaln histerical perspective througheut all 


the chapters. 


of larga dapanese business groups aud te provide a concep tual 
rramewerk fron which to expand, Chapter II exanines the Speclel 


ownership, financial and structural chirectoristics of those 


Soe thar@ and fourth chapters ietail the historical 
evolution of hoth majer and minor zaio2rtsu from inception in 
the early seventeenth esntury throuch dissolution subsequent 
to World War JI, he primary purpcese of these chanters is to 
tollow the preeress of faibatesn groupligs through pericds of 


internal and external maturation and to gtudcy, in some deteil, 


their relationship to Japanese pelitical and ecovonie Gece. 


2 

Because the Allied conception of these relationships shaped 
occupation policy, much emphesis will be placed on actual 
Zaibatsu involvement with the military-political couplex 
during the 1950s and the war years. The enactment of prograns 
to democratize the public and private sectors is studied with 
a view toward the development of a new framework for the 
economy and for the emergence of Japan as a world economic 
power. | 

The y:ars following the termination of the occupation 
brought forth a new Japan with a viable and modern econeny. 
in conjunction with the expanding economy came changes in the 
large busines; groups and the dynamics of these changes, as 
well as their relationship to the older zaibatsu organization 
and control tuchniques. are examined closely in Chanter V,. 
Based upon the facts thereby presented, Chapter VI draws a 
conclusion es to the lasting effects of the Occupation refern 
programs in terms of both the existenc: of the zeihatsu teday 


ang large bus:.ness pgroups of the futura, 


CHAPTER II 
ZAIBATSU~-A CONCEPTUAL FRAMEWORK 


Justine Holmes once observed 
A word is net erystal, transparent and 
unchanged, It is the skin of a living thought 
and may vary greatly in color and content 
according to the gircumstanuces and the time in 
which it is vsed.+ 
The term "zeibatsu" takes this form in that it means 
aifferent things to different people, 2% different times within 
Japan as well as among authorities outside the country. A 
discussion of the term's various definitions is necessary in 
ordar ta estahlish some reference polrt from 


es ecw fe s * 3 be Chom OOM ND be 


the significance of the "zaibatsu." 





fhe mest simplistic view of gaihatsu is found in a 
Gictionary where it is defined es "a financial combins=proup; 
& money (=finaneial) clique; big business; the plutecracy; a 
giant family crust; a family holding cimpany; a big businese~ 
man, "= ntymologically, the word is a jerivatien of 223. (money-= 
wealth: richeseea fortune; assetse-pro verty) and batau (a 


Clique; 2 faction; a clan). in cammo Jdapencse useage, 





Bb vel SS Ye Pea 





Ltowne v., Eisner, 215 U.S. 416 (1917). 


“Senkichiro Ketsumata, ed., Kevkvusha's New duponesee 


Bnglish Dictionary (Tokyo: Kenkyusha svtd., LOS4) Wy 


a . 
9 a NI Fe 


PInide, pe 204% and vo. 76. 
6 


{i 
zaibatsu has become both a collective noun used as a "virtuel 
synonym for a group of aera and a term to identify an 
individual combine as well. 

Whereas the above definitions provide some insight as 
to the general meaning of gaibetsu, they have net developed 
its special cheracteristics and it is within this areca that, 
perhaps, the greatest semantic agifficulty occurs. One popular 
school of thought ils thet a member of the zaihatsu must be 
imbued with the following: 


(1) Semifeudal characteristics in that 
centralized control rests Ina... family 
which extends its power through strategically 
arranged mMerrlages end other knigntevassel 
(dedication) relationships. 

(2) Well-knit, tightly controlied relatiane 
ships among affiliated firms by means of holding 
penne 8 1 Pee loseine directorships, and 
mutusi stackholtaings, 

(3) Eatcowuby date Pinencial puwex in the 
form of commercial bank credit, which is used ag 
the centril leverage to extend control in all 
industries. 


On the other hand, some authors equate gaiheatsy to "a 
lay term referring to the political power deriving frem great 


wealth. "* 


Th:.s derinition falls inte Line with sgimiler 
Japanese terms such as kaubatsu (official cligue or bureaue 


gu (military clique o: ms cape) both of 


DIE FEE 


eracy) and gunbat 


29 





REPS Lee 





, 

“Bleanor HM. Hadley, "Concentrated Business Power in 
Japan,’ (unpublished Ph. D. dissertation, Radcliffe College, 
1949), Da DS « 


= Ebag . 
Kou onty 


Yamamura, Eeanomic Palicy in Postwar Japan 
iversity. of California Pre ss, ea ame py. LbO-Lil. 


Hedley, susiness Power, pe 3. 


°f, A. Bisson, Zaloateu. Dissolution in dapan (Berkeley: 
University cof California . Pree, Omer, De Ly 


8 
which are politically oriented terminology. 

By use of these perimeters, 1t is not necessary to 
include family management as an essential concept. ILt®is, 
however, necessary to trace the pattern emerging from the 
generalized term "great wealth" to the specific type of 


enterprise "combines" as opposed to other types of business 
organizations such as trusts, cartels, etc. The rationale 
developed for this equation is derived from the fact that since 
weaith is @ product of concentrated business, and the mechanism 
of the combint: was consistently used br the Japanese for this 
purpose, the term "zaihatsu" hag indiractly come into use %9 
describe combines 
The theory of the involvement and power of large 
Japanese busiress groups in the pOlitiszal sentor hae haen 
Supported by many authors. G,. C, Allen, speaking of the period 
prior to the Sino-Japanese War of 1937, stated: 
e « the advocates of junsen: Ae strengthened 

their position. Moreover, the immense expenditure 

On armanhents and the fostering of industries of 

strategic importance led to the rise of powerful 

business groups whose fortuues were bound up with 

the continuance of these policies. tDhege groups 

were referred to as the "New Zaibatsu." 
This concept of ties between large Japanese business groups and 


the political structure has even been extended to the local 








2 RSE EE BE 


tHadley, Business Power, p. 3. 


OTE 1am ar sy tema S 


2A contraction of jtuns duusenis. keigai which is defined as 
a quasi-wartime economy. 


Georg ge G. Allen, Janenese Industry: Its Recent 
Development and Ere Present, Gondstien (ex York: Institute of 
Pacific Relations, 1940 ye LO. . 


2 
level. In his study of the Ohara zgaibatsu in Okayama Prefecture, 
James A. Kokoris shatoe that within the Prefecture "elections 
to the Diet were influenced by Ohara and his supporters." 

The face of zaibatsu then is like that of a diamond; it 
ha. ~»ny facets which require that @ point of focus be found 
that tiles the various concepts together. In research soe far 
conducted, th3re appears to be only ore point of universal 
agreement or tonsensus among all authors. Itis that the Mitsui, 
Mitsubishi, Sumitomo and Yasuda combines were, in fact, zaibatsr. 

nubgequent to this point of &greenent the definition 
has become diffused as witnessed by the following: 


But i dapanese usage, not all combines are 
gzalibatsve In the vocabulary of many Japanese, only 
fa Sind Ly dominated combines are gaibatsu, though 
frequently such persons do not conus iS tently abide 
by their own wsaeu. The welibers vf the (dananese) 
Holding Company Liquidation Commissicn ... 
maintained this view (that of family domination) 
but then proceeded to name Nissan 2s one of the ten 
designated gaibatsu . . . even theugh Nissan at no 
point had been family Comte tod. 


Tac decigion then es £0 which businesses can enjoy the 
term zalbatsu is largely arbitrary. Because of common canceptual 
agreetent, scope cf operations, expliclt political power patterns, 
efficient/erfective centrol mechanisms and similarities to othec 
combine structures, Mitsui, Mitsubishi, Sumitomo and Yasuda 


Will, for the purposes of this thesis, be considered as 


| ORR STS a, 





Isumes A. Kokoeris, "She Ohara “Yaibatsu of Okayama," in 
The Occasional Papers (Mo, § Dal. of the Center for eecaael : 
peuaies, ed. by itichard Kk. teards Loy yy (Ann Arbor: the Universit ¥ 


Of Michigan Press, 1964}, p. 53. 
CHadley, Antitrust, pp. 20-21. 


LO 


exemplifying the zaibatsu although they are not, by any means, 


the only groups that constituted gaibatsu concentrations. To 





illustrate this point, although incomplete, Table 1 details 
business grouos that were commonly referred tc as Zaibatsu 


through a period subsequent to World kar Il. 


Organization and Structure of Zaibatsu Companies 

As wa3 previously mentioned, zaibatsu companies were 
primarily orgunized along the lines of a combine (a grouping 
of companies with a single or Limited ownership base and a 
unified business strategy), but certain unique characteristics 
differentiated’ these from the generally accepted Western 
version of such a structure. At the top of the combins, there 
was a honsha (head company ) or honzensoa (family company es in 
the case of Yasuda) which might be internally organized as a 
partnership or as a limited liability company, but which wags 
dominated by the founding family. Externally the honshe was a 
holding compary whose existence was deisived from the control of 
other companies. 

The capital of the honsha was ssubserlbed by the founding 
familly, which alsc maintained interests (either controlling or 
non=-controllirg) in selected subsidiaries. The major 
Subsidiaries tock various forms; seme were straight industrial 
organizations (either with or without limited investments) 
while othera were holding companies themselves. ‘these 


subsidiary holding companies were broken down into two hagic 


Li 


TABLE 1 
ZAIBATSU COMBINES 
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Persons® 


Yasuda 





lesser 
Name Persons? 


Furukawa 
Kawasakl 
Matsusaita 
Nakagawa? 
Normur2 
Ov een 





P= 
2 w& 
o 
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© 
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1 (Diken 
, UlUurae & 
Shibus wa 


Shinto (New) | 
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a 
Name Persons 


Nakajima (Fuji. Indus 
Nissan (Aikawe.) 


Unable to 





Heme _ 
Ishihara 
Iwai 
Kuhere 
Ohara. 


ATO. IL B: 





aaa” 


“gaibatsu persons as designa tec, by the HCLC far 
Givestiture ef «tock and working restrictions (see Chepter IV}. 
Diwasaki Families. 


CActualiy in the Purukava family circle by marriage, 
but listed separateiy by the HCIC. 

pources Combined by the writer from all appropriate 
sources as moted in the BibLisgraphy. 


12 
types: first, the "pure" variety which was non-operating in 
that it was organized solely for the purpose of investing 
capltal in the stocks of other companies and by doing so, 
either directly or indirectly, controlled these crganizations; 
second, the “mixed” type which was itself an operating 
company.* this, a chain style financial complex was developed 
where families had controlling amounts of stock in the honshe, 
who in turn held large blocks of stocks in subsidiaries to 
which were added the direct stock holdings by the families, as 
well as “cross ownership holdings between subsidiaries. "* 
Indicative of this type of control pattern was the information 
submitted by the Mitsui combine to the Supreme Commander for 


the Allied Forces (hereafter known as SCAP) in 1946 ag ghown 


below: 
Deserintion Number of Companies 





Top holding cumpany L 


Designated subsidiaries ("first 
line" and "second line") of 
the top hol«cing company. 22 


Subsidiaries cf the designated 
subsidiaries: except Trading 


& Mining op aa 
Subsidiaries of Mitsul Trading | 60 
subsidiaries ef Mitsul Mining Gate 


sere 











Ipefinitions of "yure" and "mixed" holding companies 
were derived trom the Pnevolopedic Riek tionary of Business (New 
York: Prentice-Hall, duc., 1952), p. 500. 


CHadley, Antitrust, p. 28. 





LS 


Description Number of Companies 
Ordinory subsidiaries of the top 
holding company 50 


Subsidiaries of the ordinary 
subsidiaries of the top 
holding comoany ee -_ Sae 


To tal Bie 


Charts I, II, {£[1f and IV illustrate the entire 
organizational structure and internai financial ties of the 
Mitsui, Mitsubichi, Sumitomo, and Yasuda zaibatsu, 
respectively, in 1946, 

Although shares in various honsha were offered for. 
public sale, the ownership base was not widely distributed 
beyond the fenily and the companies it controlled (Table 2). 
Outside owners were mainly top executive personnel of the 
gaibeatsu, some high echelon government officials, and members 
of the imperial househola. 

Decis:.ons concerning business policy were made in 
family counclis, and the honsha dictat3da these policies to the 
subsidiaries. Family councils also appointed key honsha 
personnel, and strong kinship ties (although some of them were 
ceremonial anc fictitious) more than stock cwnership, kept the 
combine a tightly unified organization. Due to traditional 
Japanese concepts of superior-inferior relationships within 
the social framework and kazoku seido (family system), the 
family demanded and received loyalty and obligation threughout 


the complex hierarchy of the combine which served as a primary 
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20% MAH-O RASUCAL BEICTRONS DETELOPRDYT (XY 6,000,000) 
100$ = KOTOR CLOTRIYO 1079. (3 780,000) 
47.55 MANDHU BRISTLE JOG. (¥ 2,000,@0) 
964 LYTYA TOBACCO (F 5,490,000) 
sos MAESSIU FODDER MPG. (4 250,500) 
1COL GaHTAI I3DU3THUUAL (YX 4.500, XQ) 
1OCS LILEO Saytal-saw (F 676,000) 
26,84 HAhvIN CEMENT (X 10,600,009) 
96% SRUIOSEI KEDURY 7G, (J 4,350,000) 
41.7% KAESHU ROTOR KFS. (¥ 3,C00,CCO) 
27,7 XAIMAMW WILD COCOCON SILX (JF 9¢,000) 
40% SEIUKO GILL REFiSERT (YX 1,0 Xd) 
334 TOA ESO COLD stcnioe (X 2,002,500) 
25% YANTSU EGO COLD STOLAGS (F 5,0,000) 
33,74 UDG Bussey (x 450,00) 
49.18 S2ayomal WARRTOUSS (¥ 3,000,CO) 
604 SASHO YUOSH KOSS (¥ 1,000,000) 
20$ Rigel camiicss (¥ 6,000,009) 
42,52 KAISHSU WIslyO CY 1,000,000} 
30% SAITO CHEMICAL (XY 6,800,000) 
14.3% CRUZA TORCCO (F 39,769, C00) 
10% TSiNGTAO WATEN SUFFLY {¥ 3,009,000) 
LOOf$ = MATSOKU TOBACCO HSS. (5 500,000) 
60% TOA SAL? MPS, (F 2,000,000) 
10.2% SATO Sant KS. (¥ 5,000, 0°) 
20,84 YANTZU #UXTRI EoSn!l (7 2,703,250) 
56} TOTOCASHIXE 1804 YouxS (X 3,650,000) 
103 LHDO-CARIXA PHOSPEATE MIYING (7? 250,000) 
61.2% BiLIWfAMAx a. B, (PF 1,000,000} 
644 CODdd MATCH ($ 31,000) 
75% OCZAY PIURZA ($ 10G,00) 
1Oy$ fOFO SHOX (7 760,000) 
100% «= DEUTSCER MITSUI BUSsay (2x. 1,000,000) 
LOGS = FRARCAISS BUSS" (fr $,000,0%)) 
100: NITSUL BUSSANT SOUTS AFEICA (44 8 15,020) 
10 RAYBY] COMPAYEA ON LYPCETATITS & EX (7 SOO, 000) 
100$ SOCILDAD COMMERTLAL CHELISA CALERTAL (P 120,000) 
100% «= SOCIEDAD COMMERCIAL NI FPCE-FPASILEY RA (2 50,000) 
1OC8 =MITSUT A CO. ZEW ZTRALAND (NZ 3 2,000) 








205 ZIM SHLFAUILDING (X 5,000,0%)) 
23.9% BIPPCY BuLs (¥ 7,500,000) 
FIEZD [wousTaL (XY 1,200,000) 


—_ 





100%  ZAMAISAL HINIES (X 20,00, coor 
agg RAHIST MIMIND (F 6,093,000) 
414 PAITHIYS COML AIHING (¥ 21, ¢00),000) 
43h NaTSORMIKA COLL MISLED (¥ 2,800,000) 
314 KZtLiNd aL, MISTYS (7 7,000,000) 
1OUh SAND HIVZ-PILLAZS (3 200,000) 
915 EOEKAIDO SULPUITR (3 2,260,000) 
774 TAMATD COAL KRISIEG (3 7,£00,G.0) 
864 = - TOA HIRISS (7% 3,000,000) 
94% BAXFO HISIEO (§ 825,000) 
415 fPONSAINA KINIZ0 (7 10,000,000) 
B34 WLPPCS ZitC HINIEG (FJ 3,000,0CQ) 
aah THOCTAN MINTED (J 3,500,000) 
203 BANALAN COAL HIZIZO (FT 15,000,070) 
11% RAYCSURLA STETUETIC OLL (¥ 80,000,000) 
OS YORU WORT (2 7,660,045) 
CXURGHS THO COAL HISINO (2 10,000,0¢0) 
206  BOXE:1D0 COAL LG@IGSHOLMLE (¥ 8,000,000) 
63% Gust’ COPPER DESC’ (I 75, C00) 
COP = SMIAFD wORES (F 190,10) 
10O$ = Le&eYFO WORKS (YF 360,000) 
174 MISHL-SIPPOM CHEMICAL 19D. (¥ 29,000) 
8p EAYAMAHI PARTYSESEIP (XY 5,000,006) 
72% BIQAL PAHVSZUSSL (% 4,000,006) 
16s COTTESLL PAETUUSZELP (XY 743,917) 
70% WATASA FARTHRALGIP (XY £0,000) 
26% COAL WIGS HATZILALS ACCOMOSATION (¥ 2,650,000) 





13.25 SOUTHERN FORESTHY (7 3,000,000) 
10a HORAOGAN feA LUSTHY (3 125,000) 






TOYO SICH PRESSIER (F 29,289,009) 
16.74 SHfMeye CHeKICAL {NDL8TAaLaL (x 13,000,000) 
24.5% TOR STHTESTIC CRENICAL 19D. (F 40,890, 080) 
©2.6$ MOYO 30Da InbUS iia, (F 30,000,000) 

Op TALBIC CHEMICAL POUT TALAL (7 10,000,066) 
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REAL 2374TE 


J 5,00,000 
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50.0% | 

MIT3UL — — | 
Lise 25.0% 

LHSURASCE 

T 600,000 | 

TEIKIEU 18:0% | eee 
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J 148,125,000 
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PESCISION == — 
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5461 WKERI NO 
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MITSUI 30.0% 
SHIP SUILDING 49.5%, 


Z 45,000,000 
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| mitsur |. 
HONSHA | 
1% 400,224,750 | 


53.6% 


J 300,000,000 


NIVSUL 
LIGHT MSTAL 


































2.4% 


X 45,000,000 


ROM ALDC 


10.0% COLLISFY 4 16.9 *% 
Lear! SHLF PIO 


| z 127,500,(00 


AoRnicunruRna [72 
& FORSTER = 


~ 10,450,060 
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| 
| 
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WIsUr 30.0% : 
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| 
ZI 


° 
MITSUL ee o% 


COSHICAL 19.8 4% 
INDUS TRY 
¥ 102,250,000 
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pn ee 








61.5 % _____ INDICATES DIRECT HOLDINGS 
OF THE MITSUI FAMILIES 
| INDICATES HOLDINGS OF THE 
aaa MITSUI HONSHA 
i) ee ee __.._ INDICATES INTERLOGKINGS 
1,900,000 AMONG SUBSIDIARIES 
NISSUIN 
STLSL 76.5% 





¥ 2,056,000 


MOTE: PALY Ur CAFITAL AKU FERLENSALS OF 
SMvw ne wern AY Teg BRUTE ohar.te HO 


OA DIRECTLY SY THS MLESUE GotLISs 
AKZ SHOW FCH GACH Chhicsky 


SCURCKs MITSUI HONSHA 


SSR EASES EE TIS DE Sd ppd ne So nn 
Tt RAE IIE ESAT SEE RE RPI SEION ET TAT BN LIT TILING ROTI EGET NITE 












SATETY 
50.0 % CARLZ-YAY 
ENG INSERTING 


¥ 1,180,006 





i000% 





Cu JRA 
TBR.E% *¥PLOI TATION 


~ 1,020,000 
lO0.0% 


TOYO 


¥ 2,000,M%O 





100.0% 


Sa'TRIB 
§5.0%| ANTHRACITE 


























X 1,000,000 
21.5% . 
34.3% 
96.9% 
MYO 
-99.5% HACHRISERY 


‘FU, 





Ps KOJLEY 
93.4% TEXTILS KFC. 
E 15, 702,600 

68.3% 
HUMLFATA 


300% THOUS FRI 


¥ 1,500, 00 
43.6% 







SBOMA 


loo.o gf *O- SONI 


= 100,000 


KITIUI 
72.8%) STEARSHIF 


Zz 70,000,000 


HITSUL 
YOODIE 
Gf 
30.0 % SHIP-SUILDI¥O 


¥Y 10,000,000 


35.6% 







OIL & Yat? 


13.0% ADUG TRY 


z= 10,000,000 


TROPICAL 
39.2%] FEODUCS 


Zz 65,626,000 





TCO 
80.0% RULBER 
CH2MICAL 
LUDUS TRY 
zz 5,000,040 
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eee oe ea ee oe “ 
lhe aeuide SSM B EN UiVerstil a 
: Ruhicgics, Ub, 












MITIUr 
OQ1L & Tat 
CHEXICAL 
LEDUI TRY 

F20, 009, 000 











100A WAL Sav HILL (3 195,000) 


MITSUI 


KFAREBOUSE 
O7f KYGE1E-3UKRI (¥ 760,000) 
z 12,505,000 s — 
















62% AIO! WOHTS (X 155,400) 
GCOp BOLI LUVYE ANTISEPTIC WORKS (¥ 100,000) 
80% IYOLUREEL {¥ 425,000) 

bos ISRO TOESISy SaMRRL (X 67,500) 

Of = ZU: LU +h2 (7 75,000) 

SOf MIST2 WIAEER (¥ 600,000} 

Sof CUHIL PLIBOCD (¥ 2,500, 00) 

45% SOUTHERN LETT RISE (XY 1,976,000) 

16% SOUT Env Limard (¥ 445,000) 





KITS JI 
Lich 























¥ 30,003,000 


RIPPCH 90% SLESRO PACKING (¥ 450,000) 
STRZL VORES OGL SANA LIKGZR (A 850,000) 

KUEDRAN LUN2Ex (3 180,000) 
Y 120,100,000 








404  ORLSUTAL CARSIED ENGINEERING (¥ 650,000) 
92% EORISY STZZL FLIPE WO. (7 600,000) 
Loe BAR] AVLivloe XRG. (¥ 4,000.000) 
70p fOM0 Stimy PIR KBD. (¥ 100,000) 
160% = YVANCSVELAS Sank] ENGINTERIO (x 1,600, 000) 
69% JATSYESZ-VASTRVRIAN STEEL PRODUCTS (x 3,000,000) 
39% = ORIJSTAL YOECTRIC YUEMACE (Y 2,600,000) 





SARET 
ENGTy2RRING 


17,000,000 











TAISHO 
MARING & PlPt 
















LPSUPASCE 46.0% TAU PEISISICN TyDUStTRaT (X 2,000,000) 
I 6,786,000 TALDA WAZEIIS IMDUISIBY (¥ 3,660,000) 


27.0% Yow. EUBECR IspootEaY (¥ 760,000) 
22.2% YELIOKU COANICAL INDUSTBY (2 460,000) 
97.0% KYOVA S2OL0 (X 200,000) 

Sot FAK SAKT HiCSISERY (¥ 800,600) 


OBIXYVTAL 58.2% YWuUICUal ATROPLAA (x 378,000) 
COPTOS 35.18 TEIONU SSIFBUTLDING (3 £0,000) 
TRAD Ti S0f  SHIbAZAKT HEATDID (3 680,000) 

¥ 76,000, KO 





OIC FLOVE KILL (¥ 2,000,000) 

BIPTo FAA FLOUR HLLL (2 7,000,000) 
FLOUR KILL (42.5% cuned ty Kitgnl Basean) 
O24iD FLOT KILL (FT 10,000,000) 
EAR-EAG YLOCB HILL (¥ €00,003) 

¥ 15,020,009 (UCS owned br Mitewk Buseau) 





66.9% BRMMALEAL SERAESPORT (XY 1,300,000) 
32.74 POUL] STFAMSBEP (J 6,160,000) 
40.78 SALN21 STRUXSELP (TF 13,162,000) 
46,54 "OFO staamselp (XT 16,360,000) 
85.9% AITO Ino THY (¥ 20,620,000) 

Gi HORUL TASTE. (1 10,000,000) 


14.66 MRL 1 STEAEIP (FX 6,100,000) 
31f8 0 CSA EXavy Lepusrar (¥ 2,000; 000) 


2 C9.6% HITIVI COnSTEISE SRIP (J 15,060,000) 







66% s- EAPO ERALTLESS STEEL FaRnicarion (z% 1€0,000) 
656A LabMS INT Zia, COMBUSTION (= 200,000) 


92.6% FRIFOKU SULFETAATS IRMOTAT (T 400, 000) 
70.6% ence Jemarer (¥ 235,000) 


THE MITSUI 
INTERESTS 


MITSUI HONSHA ON 
31 JANUARY 1946 


JAPAN 


FEBRUARY 46 GHQ SCAR NUMGER 48 





SUBSIDIARIES AND SUB-SUBSIDIARIES 
OF THE MITSU! FAMILIES AND THE 





I rie ee, ee ee 


we el 























MAFCUUKLAS OITEAAL IMD. (& 2,000,000) 
YozFO WATCH Co, LTD. (8 1,0%,90) 






nat 12199 AVICHUBILE CO. (% 200,09) 

6xt ASAHI GASAN TKS CO. (3 1,200,0%) 

47h PONTO LIGH? MitTAL BCALS (3 6,009,0%) 

ax@ 00 DIYU MACHINS TOOLS AMD. (¥ 1,200,000) . 

yah BWA MACHINE COL, LTO. (% 16,000} 

ag «- KEINOKU KLECTAIC Sate ee Pen at 
CAL IND. CO, 1000 , 00 : 

1¢f SEXI OFTl reRoKy 

(Japan Optical Indoatry Co., Ltd. has lovoat~ “STATE 






nente Of lease than 10% In 6 other comypantee 
vnteh ara not Iisted hero.) 


ant ny EE SS SS ——————eeess 






















HITSUBI Sul 
S5TatzZ 





¥ 3,200,060 





= 


26,0: % KOTCKU KISSO ESTATE (¥ 3,290,000) 


— 
ce eee ey =e eee IES 
ee oe Ge 


¥ 14,500,006 


Ltd. hoe Iuveoteents of lates 

Witeudtend Steel Mig. Cor, titan 

than 10% In 4 other coapanias which are aot Llsted here er 
1o 









Ss ——— 





(2 & HITSUBISHI TRADIND (¥ 100,000,000) % 100,000,960 


2.5 € KANCHUBIA MITSUBISH] MACAINS FOOL (¥ 20,000,000) | 


1.46 NMITSUSISHL STLANSUIP {¥ 70,0.6,000) | ‘ee a 
oi, f FWI USDUSTRIAL (% 1,060,000) oer 
(nT teutlehl Cil Co. hsa Inveetsents of lease then 195 
| in 3 other costanies which ere not Lie'.da here. } 


ne eee Gee «ews ew ee —i———— i ee 


MITSUBISHI 
OIL 


| ee a 


¥ 20,000,000 
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- WITSUBISHI 
“ARIHOUSB 










19,534 JAFA¥ WAREHUUSS COUTROL CO. (T 20,000 , 200) 
16,66% CARA WABRHCUSE SHLFPLIG, LID. {% 60,000) 







¥ 20,000,000 


(Niteabieh] Warehouse hne Invaatmeats of leea than 











































































HIG Acs. Sol 
Tawa 
INDUSTRIAL 


MITSUBISHI! 
INTERESTS 


a ee GET At ey se Sel 


3, 04,0" 





KITSUB: Sal 
70,0 $ atiaa WaRH CC. (F 300,000) «ee apa 
63,00 $ Tosa¥ AGRICULIVRE (¥ 6,050,000) INODUSTr IAL 
past TOLMAN 25ZICULOVRE Co, SaS INVZSDOTS 
Ik TYEITI-F UR COMPASIEG NUT LISTED) ¥ 2,0, U4 
35,87 $ MITSIFISR] FarERAILLS (¥ 10,799,000) 





(THE WIVSISISST PAPERMILIS HAS INVESTMRUTS 


ix SWEITY-TUO CCMPASIES WOT LISTED) 























rITSVS SUI 
| “aor 3 epee OY ee STEAK SHIP 
f - 80.1% 
| WITSVBI SHI % 70,920,039 
40.4% TRADING 
¥ 106,000,000 aAlTSIZISHI 


TAPAS COFN 


47.6% 
£ FROKWLIS 


IWASAKI | See tes 
FAMILIES | 


Z 7, 606,00) 





WHITSUFI SHI 
StadGr as 
WAREHUS 


47.5% 


F 1,069,000 






KiTsuatsal 


MITSUBISHI 

































































eh Ba ee ic 
Woe 
1¢$ tp 20 opber coupanios which ore not listed here.) HON S HA i ee ee ee ee ee 
MITSUBISHI \ B 1,060,000 
ian == i a hw BANE 36.3% 
- 7 ¥ 240,000,000 
.) & BITSUSISUT HISINO (¥ 407,400,000) es aes 
| (3. & WITSUBISHL TRADISD (% 160,000,000) l ¥ 135,000,000 = — Pepe 
rel ae ieee wine eS, Ser ee ee ee 21.4 % 
HI TSUBLS % 14,603,000 
3$ TOKIO NAEANO BASK (¥ 625,000) 42.6% MINING alta Mito 
190% Al CO., LID. (2 66,0X) 
100 WR aD, CO. (¥ 520,00) HITSUDI SHE 
12% YOrceana KOSHTY Batt {% 509,600) THUS? ID.1% $ 407,600,000 KETSUST Si 
136 WA CUOMRCUI IETELLIO“NCR BUERAY (7 500,000) W1FPCS 
ASS %aSwwO Easy (¥ 92,750,009) | HANCHURIA Sn, yorty aera. 
08% RANQUE FEAUCAISEVJAPCKAISD (Fr 6,260,000) HITSUBISAI B 30,000,000 " 
myotwairivo L1¢.5% Z 65,020,000 
iMItundieh] Park hae Invoetnante of lssa than 
If to 18 thar coxpsnlez which ars not liated hers.) | % 20,000,000 
| | 44.3% | RITSUes SHI 
— | Beeeicys | | KOREA 
asToeic) Tx 
| gf WITHEISHI RONSHA (¥ 240,000,009) ean} Ree er (22-67) | 1 ae ! )TSUBL SAI | 
| 4.7 $ WISPSUBISHS HUAYY INDUSTRY (¥ 1,000,000,000) ELSCTRIC 
no cK | Kio |  90,002,00 
| Meretehs | | ¥ 320,000,070 | 
16.2 4% OXYO MADINE & Pin’ INSUBAICE (¥ 80,000,009) | | Ixd. | 220,000, | as 
| _ 19,0 4 MelJd LIFE INSRAYCE (¥ 2,790,070) =) + 110,730 | pee Heb ee 
wa ee a> ake Sey ee ee a ST eS eh aS F P . aA AL al 
15% JAPAY INVESSVLNT TROST CO. {3 1,060,000) | = | 
{Mitsudtebl Truss Co., Ltd. Bae investsonts of | | | 
less than 10% in 4 other compantoe which are not 14.2 % P2 ae 
Lleted hote.) | Po x « ; : 
50% HITSUBISSI VITSIBY Sal 
whee ai eee Ee 0 ae a a | a a = 
! CRENI Cai HIPPCS 
1.6 § HITEUBISHI HCYS22 (B 240,060,000) | HITSULI SHI » AS f— 7] AND. MACEINGRT ARCHITECTURAL 
| HI HE YwaSTUPO + 
.? & HITSUBISHT HEAVY INDUSTHY (¥ 1,000,000, 000) HAGYR SIUM BNA Ty l STZEL 
16 % KITSUBISHE HIBIBO (¥ 407,400,000) INDUSTRY PAGRESIUM % 20,500, 000 ¥ 20,070,200 
A 4 KITSUBISH] TRADING (¥ 100,000,000) ; | 
| 4,0 & MITSUBISHI BASE (¥ 135,000,000) | | ¥ 5,000,000 3 25,060,090 
16 € ULTSUZISHI ELZCTRIC (¥ 120,000,000) | | 
| 4.4 4 WITSYBISE! CHENICAL (¥ 110,790,000) | ee —————————— —— 
ml WITS STaP 
; = pee | -O4 % HITSUEISH] HCESYA (¥ 240,000,009) | 
| . : | 1.7 $ KITSUBISH] Geavy TEDUSTRY (¥ 1,000,000) | 
2 4 TICAL IY (¥ £0,000,000 pa 
| 23 $ TLUXYO KARINE AND FIRE [YSVAANCES (X 80 LOO £34 ($ 2 
(9 $ Minswwlsdt Faren sdits (¥ 10,738,000) | ee ee ee | 12,5 $ KaNCEURIAY MITSUI SET LACHES TOOL (¥ 24,000,000) 
rare . » 738, -0C02% HITSUSISH] HEAVY INDUSTRY (¥ 1,000,000) + “ 
a ae ae ieee Sa 2 % UITSUBISHE TRaLIWO (% 3,000,000) | eae : MIISUHISH. CihalCaL ID, RACHINERBY (¥ 29,530,000) 
; 000, 22,9 BIFPON AKCHITECTORAL STEZL (¥ 20,000,000) 
UNAM FIRE EQICE CO. (3 600,000) | | 2 f JaPaY CHTICAL INDUSTAY (¥ 50,000,093) 
COAY ; a 1 im . me eee we ee eee eee 
. . Pade: 8,7 $ KITSUDISY! CHD 1CaL INDUSTELLL Kacd, (8 20,000,0% 7 x = oy: 6 5 
G74 WAFAUUNA TACY YCEEB (¥ 3,060,000) ; 60.0 $ MITSUBISHI KLIYRSIUM TNDUSTAT (T 3,000,000) 10OL NIFPKS CCRALT KISiby (3 800,000) 
Pas 5%? oy) , a . - ad ? 4a ‘ L] * . tol '¢c av 4 109 
«4 ston vdetass toca Co, (8 oe ce) oe nas Hest | en. Lamon aa ee 
a LIBDAL ATROHOBILE raed As 18,000,000) iid z 2 cakes ee Pin cevcrer eee A eon 
al = RAST a 1 ‘ , ~ Se ee ee = ECds AL tts oe ee 
Lt WITSUDISAI ALocaAY? Limca (¢ 1,609,000) 100$ BAMELOO BUBEXR CO. LTD. (% 1,180,000) | 63% TOYO RLSCTKIC CO. a 2,060 ,000) ; 
a4 IMPERIAL AIRCELTT 00, (¥ $,000,000) LOOk ASLHI GLASS SALES CO., LTD. (X 2,500,000) 69k HIRAO MLECTHIC VOxKS 17D. (¥ 1,600,000) 
oo$ Shenk Lae YASS MTG, CO, ty 3,600 ,OCO) 1004 SHEAO HLO GLASS CU., (% 4,600,000) : 60% FYOSAX aes EY. oat LED. {¥ 1,290,0) 
eS DIZEML TSOLS¥ETING CO. (Z 9,000,000) 66% KYOxl FRADING CO., LTD. (3 150,000) | 64 TOLYO AIACZAIT INSTEWUEBT CO. (¥ 3,000,000) 
cu$ ELAE] 12C3 ¥ORES (% 1,200,000) sr WIPPOR CASSOHIC 2CIO 18D. CO, (F 124,000) 33h TSUDA PIER KFG, CO. (% 760,004) 
i, SED TA SERENE Sig 1000) Soh LICE OL. & ACSLA GO., LTD. (F 3,500,000) QI% TCEYC WIRE VCRES 12D. (¥ 00,00) 
<2 tTAEa HEATY-35D, CO, (Z 11,000 ,0™) a%% WANCHURIA SODA Cl.L, L¥YD. (¥ 18,280,000) 20% TANAKA ALECRAPT IFSTHUMKET (3 10,000,020) 
= RECLLIC DAT FIATE [5), CO, (t 1 ,OCO ,000) 25% €CYO GESNHDOTCRY wo, €O,, LYD. (7 I ,0C® ,000) 22f  FPHAUCKT wCRRS LTD, (% 3,600,009) 
oA SST KSCKINE HYO., CO. (% 1,009,000) 16% SODA CAYMICAL DUG CONTROL CO, (£ 2,009,N00) 214) BHIKOIIVA RiRCTRIC WONEN (¥ 2,039,000) 
ie Japag BLYTIOY CO. {¥ 20,000,000) 13% BIPPCT FLATE OLAS 00,, LTD. (¥ 12,250,009) 20% EIBSHO ELECTRIC ¥CRLS LED. (38 700,000) 
ids SKISE] AURCHAYT xD. CO, {¥ 7,009,009) 100$ CTUSH CHEMICAL -ED. CO, (¥ 2,360,000) 20% TAMANCTO FOUBDRY blurs LID. (% 1,000,000) 
LOL {LTO ORINDING YuEZL MID. (Z 1,000,000) LoS TOXAT INDVSTRI CO., LID. (61483) (F 1,000,000) | 20% TOKIC WIRE KES. CO. (2 2,750,000) 
lve OSAAT MAIWE & ALICOLINE (% 2,860,000) 70% 3CKTAH PLATE 01439 SabE5 CO. (3 600,000) 19f GAKAK ENQIKEXEING 06, (3 2,600,000) 
ICS AIG CHEMICAL Eud. (1 1,000,000) 61% soro cansog fo., (3 3,000,000) * 16% ECPRAK MICs DEVELO. BALES (3 2,260,000) 
lod JaPAd HACHIUB LAD, (HICYCLE) (¥ 40,000,000) ae TARKIA CRHEXICAL (DEIN) CO., LED. (% 9,00,0) ve: TOLTO pepe = oa! egos 
[Met suh snl He oe is Gh SOUTH KAUCHUHLA CHEMICAL IND. (% 2,600,000) 26% INOUE zlecTele wits LD. 100, 
ee pane eLTitée iintea here) 354 TAO WIA CLAYS CO., LTD. (4 6,260,000 (ycan) 1 ee eee ea.e 1050.0 27 ood 
| Sf kaa capuertSegaet as ace, 50.009. eset oitnaaiy fo, 2S 
? BIR HEHACAL -uoOuUbTEE ds 14¢ 000,800? ~~ on 16 vlrra -s. T 3 died v, - ‘ 
ee OO | 10% MIPPCU PUSEZ DRUGJ CO., LID.- (3 000,000) - — “3148 DAT SLEPOM PAIET CO. (% &,4%0,000) 
} - | | iMIteukieh] Cneuical Ind. Ltd, het Investacnts of late 12% =6FUTO KIZOTEIC kre. (2 8,06 0) 
13 $ WITSUBISHE NISIYG (¥ 497,490,000) | than IC In 28 2ther coopanies oot Totes hers.) 12% TOXYQK'EOYKIC HG. (3 1,050,000) 
| 1.3 # AITSUBISY] TRADING (3 100,000,000) | | L1G KAMOTAMA KUHH. CO, KA ,000) , 
25.0 & MITSUBISRI STuRL (% 100,000,009) | if KURCOAM LLICTRIC NIU, (3 18,%O,KOO 
| | 1Ok sxOva canoe CO. (% 1,500,600) 
67,5 $ MANCHVURIAB if! TSYUBISHE MACHINE TCOL (% 20,070,006) _4 WOTES: 
1.20 € BERRCH AL YIN (6 60,004,000) Le SCUPANIEY LISTED Ji SOL1O BOXES ARE SUBSEDIARLES UNOSR DEAKCT COWPROL | exe pancuy | Oe anes | mi ee Ae ee ame 
Bod | aDTS OT Ses ChamiCal INDUSTRIAL MACH. (¥ 20, £00,600} | HULDING COMPANY G2 UNUEK CUNTROL GF SUBSIDIAMISS OF TE Passe HOLDDI  syiayy, a i ” 
#40 & MIFRON AECHTS APL steth (4 20,000,900) 2, COMPANIES LISTSI IN DASH BOXER ARR COUPAMIER IN AGICH THe L4a5aK] Pah, ny any | ee = eS 
| 5.9 § WITSUBISHD Eaatatuss MADYESTUM {x 12,000,990) | MITSUBISHI 12US%A O82 ITS SUBSIDIZARIZ3 PAVE INTESTUENTS, “y 
poe SF NOre Geers tumtceuy fy EMD Fee) ' 3. @: 1 IS7eD IR YEN Ste PATE~t Capea, r ee re eta tae eine i 
1.3% TOaxO AshIUE A ZIRE T¥SUHICE (% 60,009,000) { 4. PFHCENTASES S{(O4 TUS awIWT OF ATOCK :GLD BY WITSISISE] CONCERES, | 721 A HIT GullISis Senne Sy ae o> | 
gk ae | S$. CONTAIN JYSMPOKZANT Cto53 4CLDINGS AMCNG RUMSIDIANIRS axn Bot 3.0, ce ae ies ae samen  ntette et | 
—e—or een so LS ws ee ee ee : SSUSISHD THADS OG , 609,949 
2 $$ MITSYBISH] ELECTHIC (¥ 129,007,008) | 
SOURCE: MITSUBISHI RONSHA., Le  - 
FEBRUARY 46 GHQ S$CAP 
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ROYUYO siCktal, LID, (¥ 1, 00C, 060) 
KOMMLUSAS CC., LTS. (2UGD) (¥ 3,006,060) 
RAXOtA*E TVBL OIL TX 00., LTD. (¥ 730, 009) 
K1TO2WT Sav KILLS O., LTD. (F 403,030 

TA FHUSPRaTD HOCK O81, LTD, (3 15, KO 
CCABINED AGZSCIELG PUT., LTD. (2 1,600,0K%) 
LALSHU FLO ELLLS O., LTD, (¥ 1,060,000) 
BONSOLIAl MIC, CO., LTD. (% 8690, 900) 
VASCHUBIAS HICA OF., LTD. (2 925,000) 

BRAS rarth x70. CC. (FB 250,000) 

TWA KICA OG. (1 84,0) 

Bik adada KRACHIBMAY CG, (¥% 3,600,000) 
SOUTHERM PACIFIC TRADING 00. (¥ 5,000,000) 
FASCHURLAS AOGICULTUbAL 155. CO. (¥ 1,500,009) 

OA COAL CO., LID. (¥ 209,006) 

SUS AMUGA TSA KG. O2., LTD, (% 350,000) 

MP VAIAL BITS jyD LEATUER IND. CO. (¥ 1, Nn, 000) 
YasTZE WUBI OG., LTD. (% 600,000) 

KO2RAS EMITTING AND W2ATIMG OC., LTD. (¥ 2,609,000) 
SRINID) FRARMACESTICAL CO., LTD. (¥ 290,000) 

S20Va TRADIBG CO. (¥ 15, (40, 000) 

TOLUASIMA SHIPBULLDING G. (¥ 1,009, 000) 

KIEVA FLOUR WILLE 00. (3 7, 000,00) 
SRASST OLAUSER'S BAL? CHLKICaL (¥ 6,890,009) 
SSIBLO PUKP KYG. 00., LTD. (F 1,000,000) 

WiCEIL STEEL HILLS, LID. (¥ 2, 50,000) 

VASCBUBIAN COLCYIaAL 18D. 60. (% 1,125,000) 
YOSHEZawaA CHEMI CaL IND. ¥ACB.(¥ 2,000,000) 

JUZIN SECITAI C. (2 1,209, 0) 

FOW-2Y VARISE FROMCTS CULTIVASICE (3 16,599,000) 
PORKOS aS CEYmICaL IsDUStFY CO. (¥ 10,500, 020} 
TOYO GPSY BATTERY 60., LTD. (8 480,000) 

TCURPOSAS AGRICULTVEAL D2VELOPHEST CO, (Y¥ 8c, O00) 
ACHORY CANNED GOCDS O0., LTD. (X 1,250,000} 
JAPAN aGRICULTVRAL EAFORT (¥ 19,%6, 000) 

Ta OFL SELIS IVPOHT CW. (¥ 15C,070 

AEECEG AeyS 15D. &., LID. (¥ 6,660, 0%) 

TOXYO EZHP SFITBIIG CO. (¥ 10,009, C00) 

TOA VALUE CO., LTD. (¥ 5, OKC, 000) 

TOA TEA HID. CO. (3 ECO, 000) 

SQ'i¥ VACHSINERY MPS. G. (¥ 1,000,006) 
FAUCSURIAS EDP IND. CO. (X 19,000,020) 

THAD CPEMICAL IMDUSTEIES CO. (325 690,000) 

MIF CHUnIAR-K7SCOLIAR VaT BAL BZSKUACES 00, (¥ 5,000, 000 
LOBAN CHEMICAL IND. CO. (2 3,060,200) 

MI tives AUTONOSILL O&. (¥ 160,000) 

ORUIgn?] ELECTHICAL X£:CINSELL'D (¥ 755, 000) 
oa?.3F CANNED 5003-5 CONTROLLIEG (% 6,500,900) 
JaPcB HAIN CIFOR? (3 1, £00, 000) 


1Gf .n 125 other comanics which are not llated hare) 
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bITSUHISHE HEATY ISTUSTRY (¥ 1,000,000,000) 
MITSJSISHI KIbIBO (¥ 407,407,000) 
VITSUBISSI BANK (3 135,06 ,000) 

LPITSUEISHT CIL (¥ 30,0%4,020) 


WA WA WA 


TuWaU ISCUSTFY (3 7,500,000) 
BLLTON INTISTRY (¥ 2,000.09) 
K(ITSUBISAL STEAMSEIF® (X% 70,000,000) 
Saray COBEN FaCDUCTS (% 77,600,204) 
Sta5Gtal MITSUBISG vYaPESQUSE [% 1,000,060) 

FIST URTV Steer (¥ 1,000,099) 

hITSUBISS] LIGRT ALLCY nO. (3 34,000,000) 

WIFPOS ALUKINUN (¥ 60,700,000) 
hITSUBISHI CHEMICAL ISTUSTRY KACHINERY (¥ 20,690,000 
HIPPOS ARCRICECIURAL STATL (I 20,900,020) 
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HANCKUPIAN WITSUBISH] HaCHIER TOOL (¥ 29,020,000) | 
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MITSUBISHI ACNSSA (¥ 240,000,000) i 
6 fh 


HITSJEISH] STZEL (¥ 109,003,000) _J 


BIBAL COAL FAILSCAD (¥ 3,890,000) 

EISHIaC CARE & WARZHOUSE (¥ 8,000,000) 
Pd SAEPALIV fal COILLEZY (F 10,000,060) 
TUMATSU COLLIEYT 4 CGLL BA1LEGAD (¥ 10,000,000) 
KUBIEARA Cid] BAIL (¥ 1,600,009) 

SSCTCAU CCA. KiNINS (EB 6,000,000) 

WLSTRO BTXEL KID. (F &,060,000) 

BSA] CHEMICAL DD. (¥ 2,249,090) 
CLAVEN-ECU SOLLIECY (COAL) (3 X),000,0%0) 
HULse IEGR MINK DETP. (3 &9,000,000) 

OueEHD COAL CO. (¥ 300,000) 

ESHIS-SAl COLLICRY (CCaL) (3 23,860,000) 
SHANG-TURD GOLD (¥ 10,743,000) 

OLIGEN CUSTRAL COAL RALLKCAD (3% 12,000,020) 
WISTES MECHINE CO. (3 140,009) 

KAGLYAR] COAL HISIND (x 8,600,900) 

CLAL MIRING OXKDS IVSSIFCPICE (2 &,000,000) 
VWELRAY COAL COLLIENY (F 15,000,609) 

IVETE NINIES KACHIMERT (3 5, 0609600) 
YTZUULY, MLECPEIC (2 100,000,060} 


thay, 


KIPSUBISA] TARDIND (3 100,000, 99) | 
hITSUBISSI BaSK (3 135,000,000) | 
KITSUSISH] OIL (% 20,009,000) 

KITSUBISE1 CHENICAL (3 110, 772,000) | 


JUJ] LKOUSTRIaL (3 1,000,000) 

KITSUEISU] LIOKT ALLOT KO. (3 16,020,000) 

MIPPGS ALUNIKUM (F 63,000,000) 

KCREAY ASTFHRACITE (K (0,000,009) 

MITSBISME CHRAICAL INDUSTRIAL MACH. (x 29,£00,000) | 
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-6 & KITSTSISHI CECALCAL (F 112%, 790,009) 














QsUkUYA = (E210, 509) 
BIDSAIS PIRK & MARISE LOSCRARCE (¥ 13,009,000) 
JAPAS AVI2M9E ANJUBTIBO LED. (3 0,€60) 
SHJALO FUILDIFD CO. (% 1,000,500) 

POrGval wWAHINA & FLAT IvS, CO. (8 1,005,000} 
MACHA Vite & MAHICE LAS. OO. (8 6,000,000) 
DAIGK] FLAW A HAIN t2$, CO. (% 10,030,000) 
"Oa YIRS @ Ak] vB 163, CO, LUD. (¥ 22,050,000) 
Rarrhe Bas laye bis (a 0, Uy ts 

DALEIW YIRE & KAHIKNG TNS, (K 2,900,009) 

TENG ALAIN (2 1,000,070) 
AIBHO MARIQE & YISB 153. CO. (3 23,000,039) 
Ered. base invewt- 
companies hich 
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. mite no lee Slprom IXUNSTKEN? TRIS? OO., LED, (¢ *) 
; | t i - aor - 
altho Fog 


L10hT KATAL ¥ 2,800,0% 















ee, AEP ee ee EM 0 eee 
Hee te: ITE REaTe | | 
a | ' A 
D74 «ss FCAT JIMA-GUMI CO,, LTO. (¥ ¢) an Sa 3% SUMITOMO HINTING (¥ 89,000,000) | 
oat) oo thyA vanEHOAe CM TPN, PK ALARA AA Hic ec ddl ld La ee 2 s+ ees 2 LA “ee > 1% Test. ce. | 6h «= SUKITCHO Bane (Y 73,676,000) 
oS 0 FUSS «TRANSPORTATION CO., UTD. (3 *) \ ‘e a I$ | SUMITOMO ALUMI NM EXDUCTION (¥ 20,000,000) | 
t7S NIPPON WARAHGUSE CCHTRCL CO,, LTD, “(3 *) STE IST (ex) | 7$ SUMITOMO KACHIAENT DORKS (8 40,000,009) 
VARSHOUSE ¥ 20,000,000 2% | SUNITOMO CHEMICAL (8 116,000,000) 
CO, , LTD . SUAITOHO ELECTRIC INDUSTRIES (¥ 32°0,000,009) 
es SUMITOND KETAL IMDUSTELES (¥ 416,750,003) 
Deo ee, Se ee ¥ 18,000,000 ‘ GS SUMIIONO COCPAEATIVE BLbcTarc eR (Y 994009 
~ j= SUMITOMO im oa ice 
| 304 SPKTIAL OLASS & OPTICAL INSTRUNEITS _(¥_ 120,060) PIPFON 













co,, LTD. 


SUEET GIASI z= 20,000 ,&0 


co,, ‘fl, 







TOA SYFTIESIC CHimICal G¥D,, LTD, (¥ °) 
leG  - TOHOKY PLYY OCD KoRKS, LOD. (a ®) 
22% WLPPC SYNTHETIC ERSIW WORKS, LTD. (3 *) 






6 FAMILIES 


bIPsGS IKCH WORKS, LTS, (¥ 200,000) ¥ 12,250,000 



































WMARINE 4 FIRE 
INSURASCE CC,, 


COA BIFPON GLASS FIBRE CC., LTD. (¥ *) ioe esto , 32% EIFFCE WAL RCLD VORES, LID, (¥ *) 
12S -IStLYTS INDUSTRI CO,, LTD, 4 
| : SUNITCHU (w7) Get. ust 
empties! || eg. ¥ 60,609,000 
Se nn er 7 age a 7 334 BISSKS POMTERY INMMUSTALAL CO,, LID. (¥ *) 
im NL = % 41,599 000 ae CSAKL- SIMS CHO 26 GEFZAN HONTE FORT CO,, 12D. (¥ %) 
= 509, 

64 SUA 2AaK (3 73,675,000) SUM i7O MoO 
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HONSHA YV @7) 




























































































































































































: LbD, 
SUM 1 TOAO er Se ha DA 
ALURINUn = ¥ 24 000.029 TOL PIXE & KARINE RL-INSUAASCE €O,, LTD, (¥ 25,090,000) 
a SF ee Ye oa ee REDUCTIGN - NIPFCL Sab ncé con, Paps {¥ 7,5, 000) 
7 co, inp. | (10%) % 300,000,000 re : 
| PTA oral Feats soeaeaialinenrd 7 MIKIHO CO 
20% HISSEN POTTERY INDUSTRIAL (¥ *) { ' YT? , | 
a : j LTD, | = monies 
7 he (2%) | fa a aaa 
8% ANTUNS LIGHT METAL (8 200,000,000) | LIFY I¥suB- F F PAPATUB (¥ 15,000, 
| 94 9\MIXMO CO-OPZEATIVE KLECTRIC POWER (¥ 20,000,000) pom] ANCE CO, LTO, aes meee eee ae els oon —} ig Mise Gee ot. a bere | 
ey ae gf odd dal _oabgichdaagat ee t ¥ 1.500.000 | | et 3%  -WIPFOE COMMUMICATICN IXDUSTRY (¥ 10,006,060) 
< | 504 JEZOL FLUORITS WISTS (¥ 2,000,000) 7%, | 
oe ee ee | JWUTCKO i. Por RENESti ese aes 1, 799,000) | (753 34 SUMITOHO KIKTEG (¥ 80,009,000) 
<28 TOI KIVINS (¥ 32,600,000 Hige PLE 0 POVER eE2 (¥ 20, 2), 000.000} 
| ae 25% DAI-NIMOY MIMING CO. (¥ 5,000,000) | 1G __ SII FOWO COCPERANIVE ELECTEIO F oe 
2h: SIPYLT ALRCRAST CARBIER (¥ Soninsa: | Daeg ae ee Seal eee oe oi ee 
coe ace Me CITE ies ee (4'3,0€0,000) ¥ 418,750,000 ie | 4% WANCHURIAS LIGH? ¥ETAL ALLOY IypuSTRY (3 54,000,009) an estes ei es ee ee 
a pa afrcike Pw ah PQ. (¢ 26,C00,000) | | 25% SUMIWMO NZTAL INDUSTRY CF WANCIURLA (640, 000, 000) 244; LY. fF = : 
: - ; 2 esr: a ‘ =. KO) 
9 TOYO COMMUNICATICN APPARATUS (¥ 10,009,000) ZUNE TOMO | 1S oY LFFCY MUSIC ISSTRUWEMT MFO. (3 30,00, | (19) 0, 600,00) 
| . MIFPOU COMNUSICATICY ey tt cea | : ELECTRIC 12h OBLANZAL SITRCORN IRDCS TRIAL (3 *) 373,675.00) ~ a BORE cert eee (¥ 3,050,000) 
10% TosAl BUDEEA IMDLUTHY (7 5,000,000 INDUSTRIES “? AMO MACEEEX WORKS (¥ 40,935,000) 
| Se en | 7D. SIn1 Xa i apres CO-CFERATIVE ELXCTAIC FOYER (% 20,000,000) 
34 OUI AIACRAF?2 ManuVacTUSINa(¥ 30,600,000) | : 1s, pret % 7 
34 « KYUSIIV AES MANUFACTURING (4 12,000,000) Z | os) ves 
3h 06 SITIO METAL INDUSTRIAL GO. (¥ 8,000,000) = SUMITOHO “ys. . ison oe 
| | CO-CPSRATIVE oe : JEVOL FLVORITE KIKIEO CO,, LTD, (¥ 2,000,000) 
7 ELECTRIC FOKES OS  BORTE CEINL GOLD WIFIKI CO., LED. (3 1,700,000) 
3$ SUAITONO Bayx (¥ 73,675,000) : cO., LTD, {7%) TN SUMITCHO 25% TOL MINING CO,, LTD. (¥ 2,600,000) 
24 SIMITEO ALUMINIM PRODUCTION (¥ 20,000,060) ceded elas HACHLYFAY ZO$ DAINLHOY MISINO CO,, LTD. (¥ £0,000) 
2%  SUNITCHO YACHIYERY WORES (¥ 10,000,000) 219; WORES, LTD. 100% SAZARE KINIEG CO,, L?D, (¥ 1,500,000) 
cee ee ee | (7%) 2Gh XCELAM SACALE-SHAPTD BLACY-LELD RPG. ,CO,, LED. (¥ 3,600,000} 
2h BiNITOHO CaWNUYICATIOS IsDUSTAY (¥ 150,000,000) ° ; SE% - TAIYO KINING CO,, LED. {¥ ie 09, 000) 
| 1$ QQ4ITCHO MRTAL IFDUSTAY (3 428,750,000) owes YUSE Cons 2c *O., LTD, ( eas 
a$ SUI TCHO oe abies POWER (¥ 20,000,000) s7f  LYOOAVS USTELOR MT OF BLECTAIC POT CO., LED. (¥ 1,789,000) 414 CR¥DRAL SHIFPINU CO., LOD. (¥ '$,000 000} 
LR 4 «s- SUMTTCHO TAUGT (FY 20,000,000 Pei a . ‘= 61% SOBIFaXI Ss3p EVILDINY VORSS, . 
30f 8 CTARY COAL TEARS =CUTATICN CO, fn ie, 
(7 | 10% SUMITCHS METAL INDJSTRIES OF WANCHIRIA (¥ 30,000,000) CISELY COLLET 
le ee en a a ee a rs acs 
| ICh SIPPOX AERIAL ELECTRIC 7HSTAMGETI (% 10,000,000) | 14 SUMITCHO MINING (4 80,000,009) 
Rite 3. ee ae | TaguThisa DOCK G0,, 170, 10 1,600,000 “Tap Sintra ail cuaDdcAd co-, 2p (¥ 19,000,090) 
fa ' ‘ «8 ’ ' i] a5 E 
a ‘ 8; ani 66S TOAVSHIMA RLTSTNERY bv : 2E ' y SPECIAL GLASS & CPTIC SETA ZITS vs dD, : 
eee ee ee Nee 34  KAUSAI LIGHD Mita MOULDINO (8°) 41$  XCRTH CHINA PACEIBERY INDUSTRIAL, LID. (¥ 12,000,009) eh2 KANSHD SHISTO FAIR CC., LED. (3 500,000) 
If Dates KHISING (% 80,CW&, ae ey 33h SATANY )aTAL DDUSTRIES (3 3,060,000) : VASIEANA EcLSTRIS MACHINERY WOPES, LIM, (¥ 15, 000,000) ‘ naf ORIENTAL NITHCCUY INDUSTRIAL CO., LT. (¥ *) 
Zi SUMING AMCUISEAY 46 CRIS 0,009, g 21% hen HAT Bt: TOOL MAG. (¥ 5,500,000} MATSIO EXAYY INDUSTRIES. LTD. (¥ 1,500,000) | 10S  TALWAS CBOANIC PRODUCT CO., LID (% *) 
334 SUM TCHO SYETUSTIC RESIN ($ 20,009,000) at banks WeTAL TDUSTRIES (8 10,000,000) 2Ch 3! 
28% _ SUI TKO ALUMINUM REDUCTION (¥ 20,000 1900) | oe eee 
— 2% staal COOPERATIVE ALECTAIC POWER (% 20,000,000) | | | 
SUAITCHD KUTAL ISDUSCRIES OF KANCHUBLA, LTD, (¥ 30,000,000) Bates ince ee ueEEe Te 3 200.0005 G4 oxi tony COPE Ea | 
KORA Svar TCH STEEL det atad ads (¥ 6,020,000) 94 SUTHITCHO COMNUSICATICH INDUSTELES (¥ 159,000,000) | 11S ECIESCE PROMOTION (¥ 100,000,000) he | { 
cappliipdadiatbeeel Inia ea WTSI ; 1%  SUMITOHO HIRING (4 80,000,000) 5%  AKAHUEA KINTO (% 6,000,000) 12 TRILOKD comParssay oas (3 *) 
aSCUURIAN LIGHT METAL ALLOL IND. €O., 57D, (¥ 54,000,000) Si ASTUZD LICE? KaTAL (¥ 260,000,000) | | 9% CENTHAL SRUPING (¥ 5,00,0) 
Restpient ine cee ae ey LID. (¥ 2,500,060) 2% SUMITCHO RETAL (% eae oi MATSUO he a tae ras aa 
maf DAv! ih-STOR G rs e = a A 000 , COO 0,090,000 &) STEOL FLUORITS ETH ; ; 
/ 5% CHOSSY SIMITOHD LIGHT METAL (¥ 80, ' ££ SUMINCMO ELECTRIC INDOUSTELES (¥ 12 | 
SAZASY ETAL INDUSTRIES, LTD. (% 3,000,000) © LL} REDUCTION (¥ 20,000,000) eis ee eee 4% SHIOVO CRENICAL (% 2,500,000) 
OSAKA KSTAL INDUSTRIES, LTD, a pectoeet ha 
RASHIWAHA SPILSING CO., LTD. (¥ 1,800,000 RIC POYER (¥ 20,000,000) 
SaCiL stmgathe eo ee 00), 200) 38% 12Unl SLacs2?C wIRe & CABLE CO,, LTD. (¥ 5,000 900) 39% TORCKU XCTAL INDUSTRIES, LTD. (% 10,000,000) 3% SUMITOMO MACHISELY WOEES (¥ 40,000,000) 
or ee er Be ED ONS 2 eee 32%  SHC¥A WIRE POPE MAG. CO.,LTD. (¥ 2,000,060) SPR TOYO CCHANTYICATION APEAGATUS CO,, LTD, (¥ 15,000,000) YSZ AXTUVG LIGST KEZEL (¥ 200,000,000) 
EBISUA MACHINE COL 199. CO,, 4D, (8 £,£00 ,000) S14 WISSHIN ELECYRIC APPARATUS CO., LTD, (% 3,000,000) SE IC CO, gD. SE 10,000,000) 000) 3% SUMITNKY SYRTSELIC BESIB (% 29,000,000) 
= aagethcio pe eee $$$ OSAKA DIAMOND IMTUSTRIES, LTD. (% 2,000,070) 85% wASSKU CUMOCINICATION APFARATUS €O., LTD. “(3 6,000, CHOSSY SUMIICUO LIGHT KETAL (¥ 80,000,000) 
KYUSHU ATSE BAY? wld. co,, LTD. (4 30, 6Od ,000 } wit od ae = $24 BIPPCE Pune rec co. : LTD. (3 2,609,000) x = fi YOUCTIORN (¥ 273.000, P09) 
KIUsS iy th S ji Cc Lee 1 sos CSsArs MF AL INDUSTRIES, 17D. (¥ 5,069,000) SURI TOKO SLUT PUM ree 
getage Re KID, ele Mg (% te ee 42 TOXAL KUBIER INDUSTRIES, LTD, (¥ 5,000,000) 256 ee DES Gree i RIC VAVE CO., LTD. {¥ 195,009) ame oe ee a SEES 
SUHITCHO SPECIAL STEZL RED, cO., ut d, {2% 0, 000, 060) SCZ  SHEAI TSUbA] RUBEER WORKS LTD, (¥ 450, 0c0) 48&  KIFEON = is) CATION INDUSTRIES, LTD. (% 10,000,000) 
ToIKOKU COMFRESSED GAS €CO,, LID. (¥ *) 264 MANSNU ZiS2TUC VIRE CO,, LTD. (¥ 40,000,000) 25% IPPON ARIAL ZLECTHIC INSTRUMSNT CO., LID. (¥ 10,000,000) ce ee ee eee OE 
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TABLE 2 


ZAIBATSU FAMILY OWNERSHIP PATTERNS (1946) 
(% of Stock Held) 
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Parent cempany stock held 
by family 


Subsidiary colipany stock 
held by fam:.ly 


Seml-subsidia:y company 
stock held vy family 
and parent vompany 








Notes: a. FEi.gures are averages of coupanies in the same 
gVOUP. 


b. F:.gures in parentheses indlcate number of companies. 
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force to link whole constellations of subsidiary firms to the 
parent organization. Typical of this traditional ideology, 
was the formal swearing of an oath of loyalty to the company 
which took the following form: 


Oath of the Southern Sakhalin Colliery & Railroad 
1 


1. i shall never violate the orders of the 
president or the instructions of my senior officers. 
2. tl shall sincerely and assiduously perforn 

My duties, never bringing loss to the company. 

J. I shall never divulge to a third party any 
of the afvlairs of the company large or small, 
trivial or important. 

4. I shall keenly bear in mind never to violate 
any of the rules of the company. 

>» With respect to any business I trangact, I 
shall always foliow the instructions of my senior 
(Official, never undertaking any transactions on ay 
Own judgment. 


Company 


nm FAMA MA Aine oe dln 
Ad Ws a, fo We Fy ce AES a ULL ¢ 


Year. Month 





Family relationship (4i.e., relationship to head of 
the house} me 


Name 


Date of birth 


Southern Sakhalin Colliery & Reilroad Company 
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lHadley, Business Poyer, p. 56. As Miss Hadley 
indicates, it is interesting to note taat the form is written 
in “extremely formal, literary Japanes?-. . . employing the 
honorific and humble forns. thus, for example, .. . the 
word ‘company’ is . . . prefixed with an honorific (the 
honorable company), the word ‘I' by a humble qualifier,” 
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However, not ones to leave the delicate control 
mechanisms to tradition, families and honshas instituted other 
management techniques to secure relationships. Some of the 
major ones weres 

l. Savere punishment of even the highest executives 
for a show of independence or by otherwise incurring the 
displeasure of the family. 

2. Direct appointment by the honsha of the board of 
directors, president, and/or officers of subsidiary companies. 
In the event that, for instance, a president was selected, he 
might be allowed to name his own officers, but only with 
approval ef tie hensha, 

>. Tie formation cf interlocking directorates whereby 


directors or rankine menhers of the hansha serve 
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is 
A 
y 
ix 
fade 
ID 
if 


high operating or edministrative positions in one or more of 
the key subsidiaries (Table 3). 

4, Requirements by the honsha that subsidiaries 
submit the agenda of all board or directer's meetings to it in 
advance, 

5. Periodic "management-report meetings at which 
(major subsidiary) presidents and chief executives ... 
delivered reports on their activities to representatives (of) 


THE . e - family and the parent coupany. "> 
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TABLE 3 


SUMMARY OF INTERLOCKS BETWEEN OFFICERS OF FIRST-LINE 
SUBSIDIARIES AND OFFICERS OF THE TOP HOLDING 
COMPANY IN THE MITSUL, MITSUBISHI AND 
SUMITOMO COMBINES, 1945 
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Mitsui Trading 
Mitsui Mining 
Mitsui Trust 
Mitsui Life Ins. 
Mitsui Agr. and 
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Mitsui ship- 
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Mitsui Precision 
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Mitsui Chem. Ind, 
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Sumitomo 


sumitomo Mining 


Sumitomo Hlec. 
industry 


Nippon Electric 


Sumitomo Metal 
indus try 
Manchurian 


Sumitomo Metal 
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Sumitomo Mach. 
Sumitomo Chem. 

Indus try 
Sumitomo Alun. 

Reduction 
Korea Sumitomo 

Light Metal* 
Sumitomo Bank 
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Japan Engineer- 
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Blectric Power 
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6. Exclusive buying and selling arrangements. 
7. Use of combine banks for intracombine financing. 
By reviewing both short-term and long-term 
applicaticens for credit, the combine bank and Lis 
affiliated financial institutions could also check 
on (or strengthen coordination and control of) 
subsidiary activities.2 
The extent to which zailbatsu banks controlled lending can be 
seen in Table 4. 
TABLE 4 


LOAYS MADE BY FOUR ZAIBATSU BANKS IN 1944 
(in million yen) 


RE CO or SE ee REG VET Hg Ed 
Ce ee 





WE OSC ee Ty ee 


a ee ee ee ee en ed ad 











Name ef Bank Amount of Percentage of 


Ald, Loans Made 









Mitsui 2,604 29.1 
Mitsubishi iene, oS 
Sumi tomo 1,290 14.4 
Yeonds I 7 OAR t ek ee 
Total of 4 banks | 6:'702 T4.9 
Total of all banks 8, 943 LOOTO 
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Note: Because of a policy to promete bank mergers adopted in 
1927, ‘she four Zaibatsu banks by 1951 jointly had 502 
percen: of the total national deposits in their banks 
viseaewis 22.1 percent which thsy had held in 1926, just 
before the policy was initiated. This trend continued 
Until she end of World War II. In this sense, the 1944 
figures (are overstated) .. . aS representative prewar 
figures. 


source:Kozu Yamamura, Eoonomic Policy in Postwar Japon 
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(Berkeley: University of California Press, 1¢67), 
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lifiadley, Antitrust, p. 29. 
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Zaibatsu. Economic Patterns 

In addition to the semantic difficulties engendered by 
the word "zaibatsu," attempts to define the economic nature of 
gaibatsu business concentrations have led to much disagreement 
between experts. Mainly, this disagreement appears to have 
Lts origin tayddlecemal ne whether or not the combines were 
competitive om noncompetitive between themselves, and, as an 
extension of this, if they were, in fact, monopolies. 

Two factors evolved which served to cloud these issues 
even more: first were the various methods used to measure the 
effect the zalbatsu had on the economy; second was the propensity 
in Japanese literature and speech to refer to the galbatsu in 
terms of dokusen shinon (monopoly capital). 

There are two main methods usad to gauge the economic 
impact of the zgaibatsu combines. The first is a percentage 
measure of the paidein capital ("the amount received .. . fron. 
stockholders whether in cash, property or services")* as derived 
by “totaling the paid-in capital of the subsidiaries within the 
various combine networks and dividing this by the tetal of 
Patd=in capital for the nation, "9 The net result indicates the 
strength in selected industries of each gaibatsu combine in 


relation to each other and relative to an aggregate total for 





eases <UL Prieee 


lseymour A. Broadbridge, Industrial Dyalism in Japan 
(Chicago: Aldine Publishing Company, 1966), p. 3G. 


“Dictionary of Business, p. A449, 


PHadley, setityust, p. 45. 
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the nation. However, a major problem with this analysis 
emerges when a decision must be reached on what subsidiaries 
constitute the individual combine and which Source data to use 
to compute aggregate totals. An exemple of the latter problem 
appeared, for instance, in 1946 when "the Ministry of Commerce 
and Industry reported ... ¥32 billion, the Ministry of 
Finance, ¥43 oillion, and the Bank of Japan, ¥48 billion'+ AS 
the aggregate total paid-in capital of Japan, 

The s3cond method of calculating economic impact is to 
measure busin3sss concentrations based upon a@ percentage share 
of defined maxkets. However, problems similar to those 
experienced in the paid-in capital technique are also found 
here. Decisions must be made, again, 25 to what subsidiaries 


Pas sya ay 
MSs WE UU 


esa 


are to be included in definiur eny particular combi ier 
or Hot to select out only competing firms in the "capital- 
intensive" sector of the economy as Opposed to the aggregate 
measure of al. industries (large, medium and small); and what 
(or how much) output constitutes the “narket" for any single 
product or greup of products? Since there is no standard 
industrial classification system such as is found in the 
United States, it can be said that 

e © © inacequacies in statements o° Japanese 

total output are so great that the (concentration 

ratio) percentages are only roughly indicative. 

Indeed, there are substantial differences between 


» « « (one set of) figures and Others, similar but 
hot directly comparable. 
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lIbid., pe 46. 


2 - 
| Corwin D. Edwards, "The Dissolution of the Japanese 
Combines," Journal of Pacific Affairs (September, 1946), p.232. 
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The problem resulting from the equation of the za ihatsu 
and dokusen shihon was the connotation that the zaibatsu 
combines were automatically monopolies--a fact which will be 
shown to be not true in the economic sense, but true Lnsofer 
as the cowbines were involved with imperfect competition 
sectors, i.e., "monopolistic competition.” In addition, it 
was correct terminology in the concepis of "Japanese Marxist 
Peage"™ from ‘zhich it was derived, Typical of the practical 
application o° this concept was the statement in 1955 by 
Mosaburo Suzuci from his book Nippon Jokugen Shihon no Keibo 
(Anatomy of tie Japanese Monopolistic Capital) in which he 
gescribed zaioatsu groupings as "a form of monopolistic 
konzern. "* 
opolv? Fren withorst the imnediments 
enumerated abive, a precise definitior is illusive. Under 
Common Law, monopoly is generally conceived to be "an abuse of 
free commerce whereby one company or a group endeavors to get 
exclusive control over strategic sources of materials, means 
of production, or distribution. . . a Tee monopolist can 
dictate prices since he is the only ore producing in that 
particular industry or competition is insignificant in terms of 


pricing. Howsver, this is a generalized description and the 








luadley, Abntiteusy, p. 519. 


2Quotation of Mosaburo extracted from Yamamura, 
Economic Poliev, p. iil. 


“Dictionary of Business, p. 404. 
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at 
difficulty in transferring from a general frame of reforence 
to a specific one has been summarized by United States District 
Court Judge W. C. Noyes, who said: 


The phrase "control of the market’... 
means tha control of the disposition of a given 
product ina given market. {ft involves, primarily, 
the suppression of competition and, as incidental 
thereto: (1) the control of production; (2) the 
regulation of prices. 


© © ® € © e e @ e © e © e 6 e @ e @ e © @ 
It is not essential, however, to the control 
of the market... that it shoulc. be complete. 
Practical control is sufficient: end this does not 
imply an absolute elimination of competition. On 
the other hand, a mere restriction of competition 
does not give control of the market and is not 
unlawful. ... dust where the line is to be drawn 
between a lawful and unlawful resvriction of 
competition is practical suppress:.on--must depend 
poe) upon the facts and circumstances of each 
case. 


in order to achieve an overview of business concentra- 
tians in Janan. “wo tables ¢(h and 6) ure shown. Table 45. 
although subject to the limitations previously enumerated, 
clearly shows that by paid-in capital ratios, only.in the rarest 
cases did one gaibatsu combine contro-:. a substantial percentag 
of the total, whereas it was much more comnen that the 
collective gaihatsu (all combines) did dominate. Table 6, 
showing market ratios, indicates that whereas one combine may 
have had @ large percentage of one segment of a single market, 
other combines operated within the framework of the sane 


market. 
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a . 
Quotation extracted frem Dictionary of Business, p. 


404 and is derived from W. C. Noyes, (ntercorporate Hcletions, 
mp. 552, 556. 





THE ROLE OF THE ZAIBATSU IN JAPAN'S 
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heavy industry sector consists oi mining, ne tal manufacturing, machine tool, 
shipbuilding and chemical. 
“Light industry sector consists of paper, ceramics (including cement), 
agri culture, forestry, marine products, focd and miscellaneous. 


Other ladustries are electric pover/gas, iang transportation, marine transporta~ | 
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TABLE 6 


POSITION OF THE TOP FIRM, TOP THREE FIRMS AND TOP 
FIVE FIRMS IN SELECTED MARKETS, 1937, 1949 
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With the premise that, under a strict definition of 
terms, the individual zaibatsu combines could not be cailed 
monopolies, then, under the workings of imperfect competition 
where there are few producers who control the majority of any 
single product market, they would be known as oligopolies. 
However, thers is one unusual aspect; the zaibatsu combines 
through their subsidiaries appear time after time competing in 
multiple mark3ts. Table 7 illustrates this phencmenon by 
indicating leading combines in selected markets during 1943 and 
1944, In this respect, the Japanese ;ractice does not follew 
the standard Western conception that different oligopolists 
exist, as a rule, in different markets (i.e., one manufacturer 
will only compete as an oligopolist ix. one market, not in 
many). 

This now leads to the question concerning competition 
between gaibatsu combines. Detailed research done in this ares. 
by Eleanor M. Hadley shows that the ccmbines, in fact, were 
coupetitive but enjcyed a cordial type of oligopolistic 
relationship in that they developed a “live and let live" 
business philosophy toward each other,+ This quid pro ouc 
existence was based upon a rationale that 1t was not worth the 
price of gaining a piece of one market; by cutthroat competitive 
tactics while losing in another markei; where they faced the 


same competitor who had control. Indicative of this balanced 
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duedley, Antitrust, pp. 14-19. 
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Calcium Cyananide 


Mitsui Denki Kagaku Kogyo Elec.Chem'l Ind. 53% 
Mort Showa Denko showa Hlec. Ind. 14 
Nitchitsu Chochitsu Hiryo Korea Nit.Fert. 9 
Soda Ash 

Mitsubishi Mitsubishi Kasel Mitsub Chem.Mft. 52% 
Iwai Tokuyama Soda Tokuyana Soda 28 
Dyestuffs 

Mitsui Mitsui Kagaku Mitsui Chemical 53% 
Sumitomo Sumitomo Kagaku Sumitomo Chen. 8 
Mitsubishi Missub. Kasel Mitsub. Chem.Mfg. 7 
Shipbuilding 

Mitsubishi Mitsubd.dukogyo Mitsub. Heavy Ind.22% 
Kawasaki Kawasaki Jukogyo Kawes. Heavy Ind. 18 
Nissan~-Mangyo Hitachi Zosensho Dita Chtwonepoes., GF 
Mitsul Mitsui zesen Mitsul Shipbldg. 5. 
Slbusswa Ishikawa jima Ishikawa jima 








Jukogyo Heavy Industry 2 
Source: CGondensed from Hadlev, Rucivers Pewor, sp. 272-373. 





DS, 
situation were the inter-combine programs of investment in 
certain private and enone policy companies (Chart V). 
Without cordial relationships, such mutual investments could 


not have existed. 
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CHarinn 2 
ZAIBATSU EVOLUTION AND DEVELOPMENT 


introduction 

The basic purpose of the following short historical 
review of the political-economic development of Japan is to 
provide an insight into the base upon which the Zaibatsu 
rested, to examine the strength and doninance of the family as 
a concept of business organization, ani to show the relation-- 
ship between the government and the galibatsu as Japan emerged 
as a world power. 

To renain within a enronologiesal framework. tne 
chapter has been divided into majer periods in Japanese 
history as follows: the Tokugawa Era (1600-1868); the Melji 
Bra (1868-1912); the Liberal Era (1914-1931); and the 
Militaristic ura (1932-1945). Each of these periods sets the 
stage for the next and the last one provided the building 
blocks upon which the attitudes expressed during the Allied 


occupation were based. 


Historical Perspectives-The Tokugawa Era 
(1600-1868) 


The Tokugawa period in Japan was an era of transition 





from a feudal political, social and economic structure to the 
peradox of a capitalistic economy contained in the continuum 


ONS: 
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of the feudal social and political framework. The Tokugawa 
overlords established and maintained a strong centralized 
government and held strict controls over feudal lords. As a 
result, the country enjoyed a long period of peace, but the 
steady growth of expenditures by both the central authorities 
and the d&imyo (local lords) pressed hard on the samurai, 
(warriors) who were the ruling elite class (shizoku) of the 
rigid social hierarchy. ‘he nomin (peasant class) were also 
subjected to pressure. As a money economy gradually replaced 
the existing exchange economy, which had been based on rice, 
and the daimyo took a larger and larger percentage of rice 
which had to be converted to cash on t2rms which had become 
inereasingly -.ess advantageous, the peasants began to move into 
the urban areas to look for work. Along with them came the 
samurai whose economic wants had increased while their real 
income had decreased. Thus, with incrzased urbanization, the 
growing indebtedness of the samurai, daimyo and shopuns (war 
lords) and the: appearance of commercial and private credit 
instruments, the wealth of Japan gradually vassed into the 


hands of the chonin (merchant class). 





lt was this change in the economic structure, and the 
social and intellectual ferment among the samurai as well as 
Western pressvre to end Japan‘s isolation, thet provided the 
impetus in the mid-nineteenth century for the overthrow of the 
shogunate and Lt was during this era that the inception of the 


Oldest Zaibatsu, Mitsui and Sumitemo, occurred. 





Mitsui 

Apout 1620, Mitsui Hachirobel, who had renounced his 
samurai status, entered the saki (rice wine), loan and pawn 
shop businesses in Matsuzaki, Ise Province. With capital 
accumulated from these sources, he and his son Saburobi. opened 
a@dxry goods store in Bao* which guickly became succesgsvrul. 

In 1673, the fourth and yourgest son, Mitsui Taketoshi, 
moved to Kyoto where he established a textile firm. Having 
great business acumen, Taketoshi then onened a branch in the 
textile wholesale center cf Osaka and another branch in the 
retail center of Sda. 

fo expand the base of his businesses, Taketoshi then 
sought admittance to the money exchange guild. After nearly 
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opened a money lending and exchange business in Edo. Siace 
usury was the legal and the quickest method of uwccumulating 
capital during; the Tokugawa shogunate, the business prospered 
and Taketosni expanded again by opening branch exchanges in 
Kyoto (1686) end Osaka (1691) as well is establishing a silk 
tonye (wholesale house) in Osaka. The tonya took on a special 
significance in that it became 

eo « « AN iustrument through which production was - 

controliea by commercial capital, both by 

providing capital (toe others for high Interest 

returns) end by putting out (a system where 


advances were thade of raw materlais and equipment 
Vice capltgiL) raw materisle. It was throvgh this 
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controlling position thet the tonya organizga-~ 
tions were able to limit production and set 
nonopolistic prices on the goods they handled.+ 
In 1691, Taketoshi, along with another Mitsui and ten 
other individuals, came under official Bakufu (Tokugawa 


bureaucracy) protection to handle transfers of official funds 


via bills of exchange. ‘The privileges of participaticn in this 


business were mee as it increased the status of the hovee and 


provided entry into the feudal political structure as well as 
providing physical protection to the Mitsui house. 

From these auspicious beginnirgs by Mitsui Taketocshi, 
came the Houss of Mitsul. By bringing, his sons into the 
business, the house became an 2ssociation of related families 
rather than a single entity. 


By l/72e, the Mitsui family had developed a written 1 


aw 


of the house which took root in the samurai concepts. Tne law, 


which was writeen in the form of a will by Taketos es was all 
encompassing,as can be seen from the following synopsis: 


Under this coge, the personal as well as the 
business lives of the Mitsui (family) members were 
Subjected to regulation by a family council, 
peas Dated by the head of the main family. Marriage, 
divorce, adoption, and cther personal matters were 
SO controlled, no less than the handling of corporate 
mOveSTMNGNT, Savings, and profit distribution. wm. + 
It... had provisions (for) apprenticing male hous 
members . « (and the) ... . careful selection (of) 
me oute ide executives. © 
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tonar] eg D. Shelton, Tae Rise of the diprchant. Clegs 
Tokugava Japan | 6 00n2 -1868 (Locust Valley, N. Y.: 93. d. Augus 
‘Inc. , 1958), De 


ces, Zaibatsu Dissolution, pp. 9-10, 
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The house rules as written by Taketoshi, lasted for 178 years 
motil, in 1900, they were revised with the assistance of 
Western legal experts, but still served to tightly control the 
framework within which the eleven Mitsvi families operated. 

In the middle of the eighteenth century, similar control 
concepts took shape within the Mitsul traditional pattern of 
Japanese paternalistic management whereby the lives of 
employees (over 1,000 men and women by then) were regulated in 
minute detail. The extent of paternaiism practiced during this: 
period was iniicated by Oland D. Russel, who, in his book The 
House of Mitsai, sald: | 

(The house) permitted a certain amount of profit 


Sharing anong the higher classes cf employees, and 
strict rules governing rest periods, health, 


sanitation and hygiene for all others. Dorm} tories 
TTAMA Le awa ees ave tl er a 144 Poth Bart Uy ee RE ee pn oS 
Va ie o So ‘U AD s Wee. Uli fe te UH UY Sage tah Sis OL. WLS employ Ssca 


were carefully looked after. ‘they were coached in 
proper sp3ech and required to be reat and clean in 
attire, 


in return for the honor, security and other advantages 
Secured throuzh employment by the House, the feudal loyalty 
demanded and received by Mitsui from their employees was based 
On real life terms and can be illustrated in this example of 
a Mitsui bants (chief clerk): 
The banto was sent on... (2D) Menge ta ers a lee 
mission t2 “explain an "unfortunate incident" to a 
daimyo who, if displeased with the explanation, 
could have forced the House of Mitsui "out of 


existence." He took a dagger with him. "If his 
testimony should fail to satisfy the lord, he was 


a 








=e 


Quotation from Russel's, he House of Mitsvi, was 


Cr BPvres iran 


extrectec from Shelton, Rise of the ferche. hant ¢. “Clas i irenleis 





40 
to disembowel himself on the Spot ana offer his 
life as a price for exoneration of his master 
and his house. ... ‘The papers that this clerk 
took with him on this oceasion are preserved to 
this dsy and bear testimony to the spirit with 
which he was serving his master i 
Chart VI shows the structure of the Mitsui House 
during the Tokugawa years as it emerged into the Meiji 


Restoration. 


numi.tono 

Al though not as well documented by Western authors as 
Mitsui, the Simitomo house also had deep roots in the Tokucawa 
period but atvained prominence in a different fashion, ‘The 
Founder of the house, Masatomo (1585-1552), like Mitsui 
Hachirobei, hed renounced hig semurai status and established 
a bookstore ard ironware business. By what was to turn ant ta 
be a cleverly arranged marriage, Masatomo's gon-in-layw happened 
to be the son of a Kyoto copper merchant who had learned fron 
Eurcpeans eat Hirado, the secret of extracting gold and silver 
from copper ore. By marriage the secret became a nonopoly of 
the Sumitomo family who turned it into a fortune. The success 
Of the new metallurgical technique earned a bonanza for the 
house, in 1691. 

The Bakufu, who controlled all mines and minting 


Operations, conferred upon it permission to operate mines, a 





a 

~ibid., p. 53. Quotation marks indicate where Shelton 
exiracted ver batim information from an article, “Chonin's 
life Under Peudalism," by Mitsui Takaharu which appesred in 
the dune 1940 edition of Cultural Nippon, 
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44. 
privilege granted to only the most prominent business families. 
By sending agents to scour the country for copper, gold and 
silver deposits, Sumitomo was svecessful in the discovery of 
rich ore locations. He was also successful in the effective 


Operation of the mines. 


Historicul Porspestives-The Meiji Bra (13868-1912) 

fhe Meiji Era, following the Resteration of 1868, ean 
be described a; the time in which the economic growth of teday 
had lis foundation. It was characterizsd by internal changes 
dn social stratification, the development of the zZ2ibatsu as 
recognized soc..c-economlc organs, and Japan's emergence as a 
world power 

Due to the threat of domination by the Western powers 
after the middie of the nineteenth century,* private discontent 
materialized into the fusing of a popular determination to 
restore the emperor and repel the berbarians, This was brougnut 
to fruition when, in November 1867, young sanur rei Leaders of 
Hatsuma, Chosu, Tosa and Hizen Province, with their peasant 


troops, cefeated the feudal army of the shogun, 
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ithe appearance of the Russian, British, American and _ 
French Te the early nineteenth century, who dominated trade 
and challenged the policy of seclusion by a superiority of 
arns , forced new pressure an the already strained Tokugayg 
Bhopurete. The acrival of Americen naval units in 185% unéer 
Commodose Matthew Perry, whe demanded facilities for trads, 
forced the government to acqtuiesee and short) y Western vorers 
Obtained treaties which provided for ex tensive commercial 
concessions and which granted extraterritorial status, thus 
exempting them from Japanese jurisdiction. Ultimately, tie 
concessions Var tually BaVvVe 41 EX por vany monapoly to iorveign 
Bomente. 
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The Emperor Meiji was officially restored to power on 
Banuary 3, 1868, and in April of that year, issued a fiat for 
metorm. The leaders of the Restoration ruled as a bureaucratic 
oligerchy in the name of the Emperor and imnediately set out to 
build a modern state by inauguration o2 social, political and 
economic meagtires. ‘The real purpose b2hind these meves was not 
to democratize Japan, but rather to be able to cope with the 
Western powers by means of a united people, strong industry and 
an equally stiong military 

The o]d@ four major class social sys enst were formally 
abolished. With the exception of the imperial family and a 
nobility whick. had become enlarged to include certain samurai, 
merchants or wealthy peasants who had contributed to the new 
establishment, all peopie were classified equally as ccmmoners, 
The daimyos became salaried governors of prefectures and, in 
general, the samurai who had been indemnified with government 
bonds as restitution for their loss of income and status, 
entered the professions, military serv:.ces, business or the 
bureaucracy. However, as the ruling cass, the samural had 
formerly enjoyed a monopoly on education as well as managerial 
experience and they quickly took advanage of this to establish 


tnemselves in the top echelons of their new occupations. 








ra zoku); second were peasants 
(nomi.ni) ; third were artisans (koreinin;; and last were the 
merchants (chonin). All had striet hierarchies within each 
group. 


Ltop were samurai (shigzaku 
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The chief impetus for industrialization came from the 
government which was convinced that modernization of the 
economy and technical advances were essential to survival. 
They first set about adopting every aspect of Western 
Sclentific discovery which pertained to a military industrial 
base. To achieve this goal, Meiji leacers sought to induce 
private capital into new industrial endeavors, but were 
generally unsuccessful due to; 
1. The weakness of private cayital. 
CweeliCieia tial technical andgeeeatiza tional 
difficulties machine production entailed. 
3. The conservatism of private owners of 
wealth. 
In the twelve year period from 1868 until 1880, the 
government participated heavily in the establishment of an 


a ner annfianatiann an 
—_ Lg jet ee ees, nse Wt we om tf at ee ot oh! 


maametrial bas a dam 
arsenals, shipyards, mines and foundries which had belongea to 
the shopunate and daimyos. From this foundation they then 
expanded, with assistance gained by importing foreign 
technicians and instructors, into the ¢trategic industries such 
as chemicals, -glass, cement, transportetion (railroad and ship 
pbuilding), and communications (telegraph and telephone). 


Jointly with private investment, Meiji rulers became we daliy 








Tenet ne 8s: 


“a 


LiMmtsui, sumitomo and the recently esteblished House of 
Mitsubishi were notable exceptions to this policy of new 
investment.. 


Thomas C, Smilin, Pele cog. OBE T GANG indus trial 
velopment in dapan: Gevernnent. ;_Bnierprss a, 1068-1080 — 
(Stanford, Calify: Stanford Univers. ty eer ~ 1955), P Damon 
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involved with supporting the textile industry. The rationale 
behind this latter move was based upon the fact that textiles 
were exported and a primary means of gaining money to pay for 
foreign equipment and technicians. ‘fhe authorities wished to 
reduce to the barest minimum imports of any textile commodities 
except capital goods and raw materials, With government 
backing, the mechanization of silk production was fostered in 
order to increase the quantity and quality of the proguct 
Since it was in the highest demand by Western countries. At 
the same time, niodel textile mills for Spinning and weaving 
were introduced and the government offered long~term loans to 
importers of textile machinery so as to promote the entire 
industry. 

in the late 1880's, the Meiji government began to sell 
GOSt O© the enterprises under its jurisdiction to private 
interests only holding back the rallways, arsenals, ordnance 
works, the naval shipyard at Yokosuka, the telegraph system 
and certain mines. MThree major views have been proposec as to 
why the governnent sold the industries: first, they were sold 
to a few wealtay families for the purncse of forging an 
alliance between the government and the small, but wealthy 
caplialists; s2cond, 1t was a political technique CO 2G ey 
Opposition; third, it was necessary to save the government fron 
financial collapse.t dn any event, the ee resulted in the 


transfer, to select groups within the privete sector, of fully 
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equipped plants with modern machiner ry as well as technicians 
and a trained labor force. Since there were no domestic 
competitors and relatively few competitors in the entire Far 
Bast, the initial impetus thus generated by these acquisitions 
was never lost. 

Due to the financial and political structure of the 
Meiji government, only particular private interests were 
Selected to puschase the national industries. ‘The principa 
problem which faced the early industrialization program was te 
mobilize enougi capital to finance it, AL though the majority 
of large merchants and money lenders at Osaka and Kyoto (who, 
by then, controlled 80 percent of the nation's wealth) had 


JOined in overthrowing the shepuuate, they were conservative in 


assurance of profit and no protection ageinst loss. As a 
result, the government initiated a serios of forced loans, In 
their capacity as exchange agents for the Meiji finance Ort ice, 
the Mitsui house, who had already made 2 contribution to the 
New treasury, was assigned major responsibility for the 
collection of these loans. Soon thereefter, it was decided to 
Spread the responsibilities for land tax collection, storage 
and expenditure between three houses--Mitsui, Ono and Shimada~- 
Which gave then distinct advantages in that they couleé 
temporarily enioy the use of the funds while they were in the 


posseselon of the house. In additien, this group "came to 
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perform exchequer services for some seventy-five local govern- 


nt which served to increase their span of involvement 


ment units 
and control. However, in 1874, after the government suddenly 
demanded a radically increased amount of security funds for the 
public monies held by the three houses, Ono and Shimada became 
bankrupt leaving Mitsui the entire excnequer buslness until the 
establishment of the Nippon Ginko (Bank of Japan) in 1882, 

During this time, the informal representation of big 
business in politics began with a political friendship between 
the Mitsui house and Inouye Kaoru in the early 1870's. Inouye 
wes a high official in the finance office in 1871-1872, the 
Minister of Industry in 1878, and Foreign Minister in 1879. 

He continued to hold high government offices throughout his life 
as well as serving as advisor to the Mitsui interests. Because 
Or the aid it rendered and political connections it had, the 
House of Mitsui was permitted to buy at a lew price (often 
below actual cost) rich sulfur, lead, silver and copper 
deposits, the huge Miike coal mine and textile milis. 

Others besides Mitsui received privileges. In 1870, 
iwasaki Yatare began a shipbuilding and shipping business, and 
in 1875, founded the great Mitsubishi enpire. To expand trade, 
the Meiji government gave him thirteen ships thet had been used 
to transport troops in the punitive exynedition to Formosa in 
1874 and, in addition, until 1885, provided a yearly cash 


subsidy of just under %250,000. In 1885, Iwasaki formed the 





L , ae 
Hadlcy, Business Power, pv. 120. 
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Nippon Yusen Kaisha--NYK (Japanese Mail Steamship Company) and 
the government subsidy was increased to about ¥880,000 per year. 
In addition, to strengthen the firm, it was made, by legislative 
action, the sole military carrier for the government. 

Ags a reward for expanding Japan's trade as well as 
benefiting from political connections, Iwasaki Yataro and his 
brother, Yanosuke, were permitted to purchase the Nagasaki 
shipyards, the Tasashima coal mine, th2 Sado gold mine and the 
Ikuno silver and copper mine from the zovernment. 

Other industrial units were sold to Sumitomo and 
additional houses until the government had ren ToSeLL OL 
the majority ef its interests. 

With the emergence of Japan as a world power as a result 
Sievictambes in both the firet Sinc=Japansse War of 16094-$5 and 
the Russo-dapanese War of 1904-05, strategic industries grew in 
scale and in capital invested. Simultaneously, the great 
Zaibatsu houses expanded in size, increased the ate Gr their 
enterprises ard consolidated their holdings thereby taking the 
shape of the modern combines.+ The controlling families, 


closely connected to the government bureaucracy from the early 





eS tee 





aie is interesting to note thai the first recorded 
gOint venture by the zaibatsu houses occurred in this period 
when, in 1906, the South Manchurian Railway Company, which 
bepresented government, Mitsui and Mitsubishi interests, was 
established ani succeeded to rights formerly held by Russia. 
me coupany, beccming a center of the Japanese domination of 
Manchuria, also controlled the valuable Fushun Coal Mines as 
well as the Anshan fran Vorks. 
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days of the Restoration, were, as industrialists, becoming a 
new power in the political sector of the country. At the same 
time, the military was moving into a public position of power 
and prestige ag were the political parties Through a gradual 
yrecess, both groups began supplanting the aging and weakening 
Meiji oligarchy in the role of national Leadership. 

Iwo major political parties dominated the Imperial Diet 
for the first four decades of the twentieth century. The 
Seiyukai (Association of Political Friends), which had origins 
in the 1870's, was canservative in nature deriving its strength 
Peom rural areas. However, by suppcert from the Mitsui zaihbatsy, 
it also develcped @ strong urban wing. On the other hand, the 


Minsoito (Demeeratic Associates Party) was also conservative 


supported by the Iwasaki families of tie Mitsubishi ZELPBUSY o 


Historicel Perspectives-The Iiberal. _bra (19174-1931) 

The nearly two decades of Liberalism in Japan sparned 
an even greater hold on the economy by the zalbatsu. The 
World War I becom was characterized by the term narikin (new 
rich) which came into common use. With the expansion of the 
economy (which was, in part, due to the acquisition of 
Germany's assets in the Far East and in part to economic 


concessions in Chine), shinka zaihatsu (new Zaibatsu} 
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developed and the older houses became wealthier and stronger. 
By 1916, Japan had becomes the world's greatest producer of raw 
silk as well as cotton cloth, and was a major producer of 
chemicals, dyes and pharmaceuticals. 

But the wartime prosperity ended in the depression of 
1920 and subsequent industrial recovery was irregular. The 
silk and textile industrles prospered quickly, beconling again 
the largest segment of Japanese manufacturing. Meanwhile, 
heavy industry did not revive. Under the combined forces of 
disarmament nezotiations, the devastating earthquake of 1923, 
and the world iepression of 1929, it stayed sharply contracted 
with a low level of activity until the mid-1930's. However, 
the difficulties of the period affected the zaibatsv houses 
sVLOUSLY Accumulated, they iInvestad 
heavily in horizontal and vertical integration by buying out 
competitors and purchasing sources of raw material produc tion=+ 
all at depressed prices, Thus, ata time of general depression, 
the zaibatsu actually expanded and Japan, despite fluctuations 
in foreign markets, simultaneously expanded its trade and bulit 


one of the largest merchant fleets in tne world. 
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lasano, Ayukawa, Furukawa, Nakajima, Normura and Okura. 
pome conflict, which is mainly based on dates of origin, is 
present in the determination of the actual companies 
characterized by the term "new zaibatsu." One school of thought 
calls combines which develoned during and immediately subsequent 
to the World War I boom “new zaibpatsu"; the other school 
maintains that these companies developed during the period of 
the 1930's as a result of the quasi-war economy of that 
decade. (See Table 1). 
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In addition to the above, zaibatsu houses also 
increased their political power through the mechanism of a 
dualistic industrial economy. One gide of this dual structure 
contained the relatively few zalbatsu who could be 
characterized py huge enterprises with thousands of personnel; 
the other side was composed of thousanis cf medium and small 
manufacturing units which mainly used manual production 
methods. Tab:.e & shows this pattern over a period of years 


from 1920. 


TABLE 8 
JAPANESE INDUSTRIAL DUALISM 1921, 1930, 1939 


Te ENE STL 
fe Ale EMER: 

















La hs Go ree 


sass | 
Size of Unit 1920. —| aso | ere 


a5 fh ro 














5-29 8.5 9.9 eee eras 
30-199 5.6 6.5 MG ee 
200+ ee OA 5a ee 
To tal 100.0% 100.0% 100.0% 





JED ER ES RIOD ONE, BD LOI AOR ti BS BS, 








pources: 1920 and 1950~--Hadley, Businsss Power, p. Oa 
1939--George C. Allen, Japan's Hoo: Economic, Expansion, 
rm Ls 
Many cf the smaller enterprises depsnded on the 
gainatsu combines for credit, orders or marketing channels 
(i.e., for thelr very existence). This dependency relationship 


increased the scope of zaibatsu 


va at 


u political influence by 


broadening the power base ta incorporate all elements of the 
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stratified society. Not only did the Zaibatsu houses materially 
assist in financially backing the people it wanted to place is 
high positions through the two political parties. Family 
relatives were simllerly advanced since industrialists were 
now very acceptabie in court circles ana intermarriage with the 
aristocracy and bureaucracy was common. 

in the financial sector, banks had Geveloped into the 
chief source of both long-term and short«term working funds for 
industry and commerce. Although goverament banks remained 
dominant as an effective and significant instrument of military 
and expabsionist policies, private bants such as the Datiishi 
(First), Yasuda, Sumitomo, Mitsui and ‘Mitsubishi concentrated 
On increasing their capital. Over the years they ebsorbed 
smaller banks which had gotten into @icficulties in a scries 
Or Lineticial crises, 

The termination of the Liberal Era came suddenly when, 
in September 1951, the Japanese Army, after extensive economic 
penetration by the government Bank of Uhosen (Korea), staged an 
explosion on the South Ma nehurien Railvey near Mukden and 
blamed it on Chinese sabotage. The "Menchurian Incident," as 


it was popularly called, gave the Army the excuse it necded to 
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lprime Minister Kata Takaaki (3.925=26) was the son-in- 
at of Ivwaskii Yataro, the founder of the Mitsubishi house. A 
asceinating aoe! has been made of these and current politicalLs 
Wer nomic persons eae by Yatepa Chitoshi in his peak, 
gs DB Business in Jepanese Politics (New Haven: Yale Unive 
Mess, 1908). 
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occupy the country immediately and therefore, before the liberal 


government could act, it was presented with a fait accompli, 


. 
Tw PAs ting qi 


Historical Perspective--The fra of Militeri sm_(1.932-1945 } 


Ae gS, 


By December 1931, the "Manchurian Incident" had caused 
the Minselto Cabinet to fall and, since Japanese military 
forces cccupied all important population centers, in February 
1932, the puppet state of Manchuko was established as a 
protectorate; a location from which the Army continued its 
policy of ecoromic and military infiltration into Mongolia and 
North China, 


AS wag previously noted, the Zainaitsu had aligned 


themselves with the two major conservative political parties, 


the Seivukai and the Minseito 


td 
=e 4) 


A synoosis of their effect on 


7% “3 


the pulitical structure can he seen from the tToliowing:s 


dn the period 1915-1932, two conservative par ty 
lineages were recognized and utilized by the 
Zaibatsu as teans to power, thet is, to influence 
the formulation of public policies. the parties 
became dependent on then financially, and this 
influence was used to obtain national policies 
favorable to big business and specifie company 
interests, to resist egrarian and niilitary elements 
When they threatened zaibatsu positions, and to 
Oppose any bread reforms which might change the 
soclo-economic structure. 


However, this arrangement was relativel short-lived. In 1925, 
the Universal Manhood Suffrage Bill gave rise to expressions of 


unrest by the farmers and industrial workers which manifes ted 
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tilian B, Cole, Jananes eo Cety and Politicos, Boston 
University Studies in Political mGLemes, Noy 2 (Boston, Mags. : 


the Graduate School of Boston University, 1956), pp. 74=75. 
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itself in the organization of active proletarian political 
parties. This, in addition to smear tactics used by the 
militarists and ultra-nationalists, led to extreme pressure on 
the zaibatsu jn the form of condemnation for all political 
corruption (a great deal of which they were actually responsible 
for). Since the zaibatsu were somewhat aligned (if not 
actually, then mentaliy) with liberal Western influences for 
purposes of trade while still having great power in the 
government, i1 was relatively easy for the right wing to twist 
the coin and ciscredit both capitalism and all democratic/ 
liberal goverrment. As has been succinctly stated: 
Here was sort of guilt by association, applied 

perhaps more to institutions than to individuals. 

Greedy capitalists, corrupt politicians, and an 

economically menacing but effete Western world were 

lumped together in an amorphous but horrible totality, 

mi witch euch héeiped to qiscredit the others smd which 

contrasted sharply with the supposed native purity 

and selfless loyalty of the military and the 

Matlonalistic fanatic. 

Smear campaigns, however, had their Limitations and a 

Series of assassinations in 19352 by ultranationalistic groups 
with the targets being leading political, bureaucratic, 
business figures as well as moderate Army and liavy leaders, 
proved effective. Premier Inukai Ki (Isyuoshi), head of the 
Seiyukai, was murdered on May 15 (the "5=15 incident") in a 
plot engineered by twenty-five young Army cadets and Naval 


Officers. Also among the top people assassinated at this tine 
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were a former Minseito Finance Minister and Baron Dan Takuma, 
chairman of the Mitsui honsha. From this point until the Army 
took complete control in 1941, Cabinets were run by 32 
conglomeration of civil and military bureaucrats who attempted, 
without success, to steer a course between the aggressive 
expansionistic pelicies of the militarists and the tenents of 
relative caut:.on promulgated by major zalibatsu. 

The trend was definitely towari more and more military 
control with only the efforts of a relative few of the Emperor's 
advisers and « power struggle between two factions of the Army, 
the Toseiha (Vontrol Group) and the Kejoha (Imperial Faction), 
delaying the inevitable. It is interesting to note that the 
split in the frmy did not involve war 3x peace, but only the 
direction in which the war would move; the outcome of which 
would proroundiy arrect the future of Japan. The Kodona held 
that the Soviet Union was the primary 2nemy of Japan and was to 
be attacked as: soon as possible, whereas the Toseiha favored 
ayoiding the foviets and pushing southvard into China, In 
1936, passions overrode judgment and in Fepruary (the "2-26 
incident"), ycung officers, supported by soldiers of the Tokyo 
garrison and some of the Imperial Guard, seized key buildings 
in Tokyo and sent assassination squads to eliminate the 
Opposition. din this blood=<-bath, Finance Minister Takahashi 
Korekiyo, Keeper of the Privy Seal Admiral Saito Makoto, and 
the Inspector of Military Training and Education, General 
Watanabe Jotaro were amoung the many killed. Although the 


government suppressed the rebellion, the incident set the stage 





25; 
for leaders of the Toseiha to assume authoritarian control and 
direct war efforts toward China (fighting actually began near 
Peking on duly 7, 1937). ‘Their position was formally 
solidified on May 17, 19360, when it was required that thre 
Massiters cf War, Army and the Navy be selected from active 
officers in ic armed forces. 

Almost: immediately subsequent to the violence in 1932, 
the zaibatsu tegan tc ahandon the political parties and seek 
an accommodation with military ana right wing bureaucratic 
leaders. In existence at that time were over an estimated 500 
patriotic and nationalistic societies, among which were the 
anti-communist Kokuhonshea (Nationel Foundations Society), ‘the 
Sakurakai (Society cf the Cherry) and Fokuryukai (Society of 
the Amur River--more commonly known as the Black Dragon 
Seciety). Although some of them had limited membership (e.g., 
the Sakurakai was Limited to Army officers of the rank of 
lieutenant colonel and below), gaibatsy. Interests were able to 
mit their affiliation from one group to another and, if 
desired, belons to several societies at one time. This switch 
Of allegiance from political parties to the more right wing 
Sutooritarian type of governnent was not such a radical change 
in that, while 

» « e « the zaihatsu hed stood behiad the parties, 

» 6 « they had also steod behind a strong centralized 
governuent ano rigid police control of the people. 
They were no more committed to parllamentary 
government than to auteccracy. Business meant far 
mere tO them than political principles. The vast 


new field for economic exnloitation provided by the 
miiliarists in tanchuria became, to a large extent, 
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the special domain of a newly risen group of 
gaibatsu, but the wars and rearmament programs 

of the militarists led to rapid development of 
heavy industry and cf certain other specialized 
war industries to the benefit of all the big 
industrielists. The average zaibatsu executive 
remained afraid of the risks and expense of a 
major war, but he was not averse to cooperating 
With wae Militarists in minor coloniai venturas 
and in the profits of building an enpire. The 
militarists for their part, while initially 
suspiciovs or openly hostile toward big business 
and caplialism in general, discovered early .. . 
that they could net fully exploit the empire they 
were conquering or develop the war industries 
they needed without the full and wiliing 
cooperation of big business. 


Table 9 indicates the extent cf the operations of 
selected combines in cecupied territories and serves to bear 
out the cross connection between the zaibatsu and the militery 
as far as mutual interests were concerned. 

The mastery of the nolitieal arts shown by the zoibtan 
became apparcat when, in the early 1930's, Mitsui's foremost 
executive, Ik2de Seihin, became Governor of the Bank of Japan 
and later Finance Minister. He used his influence in these 
positions, almost exclusively to gain funding for the expansion 
of heavy indu3stry. In addition, other zaibatsu members received 
top positions in the Ministry of the Imperial Household, the 
House of Peers and the Privy Council, Another high political 
post, that of Minister of Commerce and Industry, was frequently 
filled by a zaibetsu executive or an appointee of the zaibatsu. 
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Conversely, retired admirals, generals and career bureaucrats 
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found high positions in the zaibatsu thus completing the circle 
of power and influence, 

The pericd then from 1930-37 showed tremendous 
expansion of the Japanese industrial and trading base. The 
volume of exports increased 89 percent between 1929 sige ge 
while imports increased by only 30 percent. Although dependent 
upon her imports (mere than 50 percent of exports required raw 
materials which were imported), Japan »ecame the world's four th 
largest exporier and had the third laryest merchant marine. 
Table 10 shows the 1935-38 increase/devrease of industrial 
production in terms of a 1931-33 base of 100. Decréases in the 
textiles and cement/glass industries which took place between 
1937 and 1938, have been attributed to conversion of plants to 
precuction as well as the changeover of equipment for 
the purpose of manufacturing machine tools, 

in 1937, the government withdrew its previously indulgent 
policy toward industry and attempted to SUbJeCy ©L tomcon trol saad 
regulation in order to increase production of war material ang 
channel essential supplies into the war effort. This prompted 
a Six-year struggle Ges7ea) between the zaipat .tsu and the 
Meriteary. Thus, while cooperating with the government on one 
hand, the z@ibatsu managed to wage a relatively successful 
campaign against complete nationalization of industries and loss: 


of their economic and management control. On March 24, 1938, 
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a National General Mobilization Bill was enacted which empowered 
the govermment to "regulate production, distribution, prices, 
wages, exports, and imports; to pay suvsidies; to build 
stockpiles; and te control capital issnes."* this bill aiso 
gave the govexnment authority to mobilize manpower and impose 
censorship on public communications channels during emergency 
periods. In eddition, some industries were nationalized end a 
subs tantial erour of “national policy" companies establishod. 
Table 11 details the nationalize@ and ational policy companies, 
the latter were, for the most part, owned jointly by the govern: 
meny and private investment although supposedly governed by 
relevant ministries. However, “they were hybrid agencies, in 
Which much zaibatsu capital was invested and managerial personnel 
was drawn from the combines rather thar from the bureancracy, "= 
Their advantages lay in the fact that they were exempt from 
taxes for a period of years; able to ottain Cred t at low wate: 
given special subsidies; the investors were guaranteed a 
Minimum dividend (usually at least 4 percent); and were often 
granted priority to obtain capital equipment and raw materials. 
AS was indicat3d in Chapter Il, combines joined together to 
economically exploit the rich resources through the mechanism 


of the national policy companies. Since the proclamations of 
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the "New Order in East Asia" and the "Greater East Asia Coe 
Prosperity Sphere" contained provisions for making (under 
Japanese economic and political control) the Enpire self- 
sufficient, it thereby provided for a wicer and firmer economic 
base in industrial and trading power. MTherefcre, the gaibatsu, 
while not concurring with some of the ‘aethodology empicyed hy 
the militarists, were in accord with tie general policy and 
eager to see military expansion continue. 


As in coneervative politics, giibavsv combines split 





military interests. Mitsul became closely associated with Army 
interests while Mitsubishi became tied to the Navy and Merchant 
Marine. Shinka zalbatsu were mainly aligned with the Army. 

In that mllitery budget or expenditures (Table 12) represented 
euch & hich nereentace of national inesmae or total state 
expenditures &£s avpropriate, and the sirvices, rather than the 
home domestic market, were the prime customers of the zajbatsy. 
alignment with a particular service did no harm. This was 
especially true due to the immensely biread base from which the 
combines opers.ted. 

During duly and August of 1940, all political clements 
were "invited" to dissolve and in October 1940, the Taisei 
Xokusan Kai (Imperial Rule Assistance Association) Was 
established a& a single mass organizetion wlth the role of 

niting the people to the gavernment and its yolicies. ‘The 


gaibatsu hastened to join this new group and, in faci, some 


JAPANGSH# MILITARY EXPENDITURES, 1930-1941 
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950 13.09 
1931 12.89 
1932 | 
Bye, 
1934 
eee oe§ 
Military Expenditures as % of National 
icone Bocas eae eee 
1936 | 6.80 
LOD7 22.00 
1938 29.40 
1939 } 24.70 
1940 22.80 
LO4L Ad 40 
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source: hearranged from data in Hadley, Business Power, 
pp. 325-326. 


65 
family members and executives became leaders of the movement.+ 
Since the zaibatsu had now become fully committed to 
expansionist policies, they intensified previous intelligence 
activities on behalf of the government in the non-military 
areas (e.g., political, economic and psychological). 


S. A. Francaise Bussan (Mitsui Trading's 
French correspondent) . . . issued a daily report 
entitled ‘Information de Paris" which ranged from 
one ta twenty pages. The... person writing 
this report read all the great French dailies and 
also certain Italian papers in preparation. 
Magazines including scientific jovxnals were also 
systematically reviewed for 1t. iwrile the... 
(report) . . . mentioned whatever military data 
appeared in the press and journals or came the 
company's way, the bulk of the repert dealt with 
such subjects as industrial capacity, inventions, 
labor (particularly strikes) and political 
developments.¢ 


However, intelligence activities were tot confined to Europe. 


4 a) Pde ae o 5. ce Pees ee 6 ee eres 
Ome eoilowine exrsamnlcs weme sntrect 


Date: 7 August 1939 
TOs fhe Seattle Branch Office 


In view of the fact that the Development 
Department, Tokyo, recently requested us to send 
Ss Much reports on subjects of interest... ; 
it is our rutual desire to make these reports 
Omieinating in your office, as well as this office, 
as complete as possible. .. . I tnerefore propose 
the follow..ng arrangement for the future in regard 
Semeeeports O0 aircraft industry .m - «! 





WeeRs- va CET. 
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liater, in May 1942, the faisel Yokusan Seitt Kai 
(Imperial Rule Assistance Political Association) was formed as 
& complimentery organization. to operate specifically in ithe 
political areas in behalf of the war effort. As was the case 
in the parent organization, zaibatsu members became leading 
figures in this movement. 


cHadley, Business Power, pe 252. 
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(a) Your office shall report on matorial 
gathered from your local newspapers and what you 
hear locally in your territory only. 

(b) This office shall report from our local 
news materials ..., the "Wall Street Journal 
(Pacific Coast Edition)" and also on materials 
from national newspapers and magazines. 


@ € 3 e « ® @ e@ @ ? Vd G @ @ e e @ 


Date: 7 dune 1941 

To: Marager, Puel Department, Head Office, Tokyo 

Subj: Conpetitive Bulk O11 Shipment from Los 
Angeles Harbor 


One sirikinge thing noticed in Ene list (of 
oll shipments) aside from purely our business 
standpoint is the fact that a large amount of fuel 
and diesel fuel oils and gasoline .n a minor degree 
are being shipped from (the) California Goast to 
Pearl Harbor, %. H,. ... There mist have been 
shipment of sinilar materials goini; out of San 
Francisco Bay and possibly from Es::ero Bay to 
Pearl Harbor during the same period. 


By 1941, industry had expended enormously. 


The production of machine tools totaled over 
46,000, more than double that of 1937, and at the 


end of the verr danan had a meebdr> tecl inecnter;y 
of 689,163 unlis«-a stock which was 65 percent of 
the United States’ inventory. ‘the motor vehicle 
industry was producing 48,000 units a year, and the 
airerart industry was turning out cver 5,000 air- 
planes. 


In addition, over 462,700 tons of new ship construction were 
daunched that rear.* Zaibatsu concerns were heavily comaitted 
to this effort, as can be seen from Chart VII which details, in 


terms of paid-in capital, the pesitions of the combines relative 
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Ibid., pp. 348-349, 
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@Ibid., p. 348. 
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“U. S. Army, Area Handbook, p. $57. 


i 
‘Jerome B, Cohan, Japan's Reongmy in War and 


Reconstruction (iiimuneapolis: University of ifinnesota Press, 
1949), p. 251. 
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68 
to each other and to the economy as a& whole during the years 
1937, 1941 and 1946. A detailed study of the percentages 
involved shows the striking growth of zaihatsu power during the 
war years and in particular, the major combines ("Big Four"). 
Whereas during; the period 1937-1941, growth of all gaibotsu 
groups was roughly equal, the Pacific War brought prodigicus 


advances to the older and more powerful gzalibatsu. These 





figures then serve to complete the connection between the older 
combines and ‘he military, proving that, despite differences in 
adoption of a means to the end, the cornbines, on the basis of 
increasing eccnomic power and profits, did support the extra- 
territorial designs of the military. 

The aforementioned six year struggle between the 
military and the zaibatsu for internal cconomic power came to a 
head in 1943 when the zgaibatsu staged what amounted to a site 
down strike. 

if the Army~Navy Aurforce General Headquarters 

were to irsist on retaining adminis trative control 
Over 2n expanded aircrazt production program, 
involving couplete mabillization of the industrial 
A ants of the Japanese econamy, the .. 

Zakibateu) vere Simply not interested. They 
became willing to play b ball when the administrative 
authority was vested ina... . Ministry (which 
would be) controlled by theix men end operated 
within the framework = (Legislation) to 
which they subseribed 

The results of these tactics came to fruition on November I, 


1943, when the Munitions Ministry (staffed by zatbatsu 


EBA be 
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Lenomas A. Bisson, “Inerease of Zaibatsu Predominance 
in Wartime Japan,” Jovrnal of Pacific Affairs Giarch 1945), 
we 59. 
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executives) was created and, in early 1944, a Munitions Company 
Act was passed containing carefully drawn provisions which 
secured the necessary centralization of administrative control, 
while at the same time, maintained the essentials of private 
control of maragement functions, 

With the commencement of massitre incendiary and 
saturation bombing in November 1944, the zgaibatsu, contrary to 
previous patterns, attempted to obtain nationalization of 
industries to defray expenses incurred in repair/reconstruction 
and to contro] rising unrest among indistrial workers. With 
few exceptions, the goverrment would not support this policy, 
but did establish compensation payment plans for war damage. 
Dissention amcng the workers wes held in check by the passage, 
early in 1945, of a National Labor Mebillizetion Law. 

The st.ccessive military losses along with the heavy 
bombing which culminated in the atomic bombs dropped on 
Hiroshima and Nagasaki Jaid the "New Order in Bast Asia" to 
ruin and, “in the end, the zaibatsu we:e the victims of the 


system they helped to create. "+ 


eer ar. 





Lovo te tion by William W. Lockwood from his book, The 
Economic Development of Japan, as extracted from Cole, 
Bepanese Society and Politics, p. 77. 


Introcuction 
in the seven years ot Allied cccupation, the most 
redical changes to tne then existing dipanese social, political 
and economic ¢tructures occurred. With a view toward under- 
standing these changes as a basis upon which the current 
Japanese pollilcal-economic philosophy rests, the chapter will 
closely examire the attitudes and evens leading ta the 


dissolution of. the zgoibatsu, purges of top business executives 


ica Sires Ym amtaw Be cet awn da & an, . - ~ ee 
mea A fy be BD CA Lek? 2.4 VS wl ee! ot BS G * aT. LsG a. it HALL 


& yO 
in Amexican pelicy toward Japan, and the shorterange effects of 
occupation reforms as they affected large business groups. 


Backeround 





When Ceneral cf the Army Douglas MacArthur, Supreme 
Commander for the Allied Powers (SCAP), landed at Japan's Atsugl 
Airfield on August 30, 1945, he found a nation whose economy 
was completely shattercd and whose wajer cities had been 
devastated by bombing. By July of 1945, 

« « » the economic hasis of Japanese resistence 

had beet: destroyed. . . .« Llectria power and coal 
consumption were exactly 5G perceny of the pea al: 
reached in 1944; . . . overall industrial output 
was approx ina tely 40 percent of the 1944 peak; (and) 


Serviceable merchant tonnage was a little over 12 
percent cf the ficct with which dapan had begun the 


(0 





Ge 


war. Output of airframes had fallen 56 percent 
from the 1944 peak; aircraft engines 73 percent; 
merchant shipbuilding 81 nercent; army ordnance 
44 percent; and Naval ordnance S7? percent. ... 
Oll refining had declined to 15 percent of the 
1943 output (and) . . . aluminum, production was 
only 9 percent of the 1944 peak.~ 


However, the reductions in industrial cutput were not primarily 
caused by bomb destruction, but rather by a lack of raw 
materials crested by an effective American blockade of Japan. 
The Japanese dspendency on imported ray materials was SUCel ne tl. 
expressed by tie Japanese themselves when, in 1943, the Greater 
Bast Asis Ministry admitted that “should there ever come a time 
when supplies of raw materlals are cut off, we cannot but 


predict that tae continuaticn of this rodern war will become 


te 


almost imnossible. Again, in 1945, in analyzing the effects 


of “urban a@vva bombine on (tue) dapaneie wa vaiit eGOnomny, 
a committee from Tokyo Imperial University stated: 


Before the first heavy strategical air raid 
etarted, tne... (industrial) preduction of 
Japan had aiready been thrown into a desperate 
condition by the effective ocean biocckade hy the 
Miiied forces. . . - According to the data of the 
economic mobllization plan which esn be regarded 
as an indexe-number to the economic strength ef ovr 
counwy, dapan was forced to phe verge of collapse 
in the third quarter of 1944. 








loonen, Janan s Ecanomy, pp. 1C8=+109. 
“lpi, ogy IO 
PIV. p. 58. 
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However, the real effect of the bombing was felt elsewhere in 


Japan, 


Nowhere was the urban air &auvack more effactive 
than ite impact upon the civilian sector of the 
economy. « « « In the 66 towns attacked, approxie 
mately 50 percent of the housing favilities . ., 
were destroyed. In all, 2,902,000 dwelling units 
were destroyed by air attack while an additional 
614,000 were torn down by the Japanese themselves 
e « « tO clear firebreaks, . .. ‘hus eres 
approximately 22 million Japanese or 30 percent of 
the civilian nopuletion were routed out of their 
established homes, +. 


Although what remained of Japan's manufacturing 
capability immediately subsequent to the termination oni 
hostilities was outmoded or worn down, Allied authorities 


estimated that:¢ 


&. Heavy production machinery was 73 percent 
usable. 
b. Power nroducin 
USaDLE. 
Cc. Precision production machinery was 88 
percent usable. | 
d. Automobile production equipment “did not 
Sustain major damage from air raids." 
é. Rallroad rolling stock production equipment 
fOr 
(1) Locomotives was 72 percent usable 
(2) Passenger and electric cars vas 70 
percent usable 
(3) Freight cars was 82 percent Weabie, 
f. Communications production capability was 
LO percent, 
&- Wire and cable production capability was 
60 percent. 
h. Electrical equipment production Capapiia ty 
was 55-65 percent. 


PLDI NTL ALGAE SSPE LOY M 


dipid., PPe 555 406-408 . 








SOAP, pumna tion of Non-Mi li tary Activities in Japan 
and Korea for Septenber-Octoher 1045, No. 1 (SGAP-GHQ; Tokyo, 
; 7. Se wee 
January 1946), pn. 46-54, 





he 
Occupation Hcoonomic Policies 

The initial policies upon which SCAP actions were based 
started in &@n outpouring of bitterness tovard Japan and the 
ensuing confusion of the surrender finally manifested itself in 
a nrimary desire to disarm Japan, completely destroy any 
potential for war still existing, and to exact reparations in 
repayment for Japanese aggression. Ina radio address, 
President Harry S. Truman said, "The evil done by the depanese 


warlcoards can never be repaired cr forgotten. But thelr power 


The 


to desiroy and kijl has been taken from then. As an extension 


of these thougats, initial occupation pollcy was designed to 


» « © LNSUre that Japan will not agaln become a 
menace to the United States or to the peace and 
security of the world. ... ‘he existing economic 
basis of Japanese military strength must be destroyed 
ana DOC VSR Dieta TO Paevive.  . , Ta this ers. 

it shall be the policy of the Supreme Commander . . .« 
to favor a program for the dissolution of the large 
industrial and banking combinations which have 
exercised control of a great part of Japan's trade 
and industry. 

The policies of Japan nave brought down upon the 
people greit cconomic destruction and confronted them 
with the prospect of sconomic difficulty and suffering. 
The plight cf Japan is the direct outcome of its own 
benevior, and the Allies will not undertake the 
burden of repairing the damage.“ 








itarry 8S. Truman, “Radio Address Coincident with 
murrender Ceremonies, September W945, “es published in the 
U. 5. Department of State, Ocevpation of Japan (Publication 
Boy7yi, Far Eastern Series ila Washington, D. C.: Government 
Printing OP tte O46). p.105. 


U. S. Department of State, War and Navy, United States 
mete Post-surrender Polley for Japan ag published in the 
Ms. De apar tment of plate, Oceunation Ym of Jayan, pp. 78-79. 
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On November 1, 1945, 


direction to SCAP es follows: 
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atandardA of 


seauce Japan's waremaking 


fo this end, President 


Truman appointed Edwin W. Pauley as his representative on 


reparations. On March 1, 1946, the Panley Report, among other 
things, urged that: 


fhe Allied Powers should take no action to 


assist Japan in waintaining a standard of living 
higher then that of neighboring Asiatic countries 


Lnjured by Japanese aggressicn. .. . Under this 
principle, a broad view should be taken of the 
economy, and especially of the varving degree of 
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industrislization of Eastern Asia as a whole. 

The overall aim should be to raise and te even 

up the level of industrialization. ‘his aim can 
be served by considered allecation, to different 
countries, of industrial equipment exacted from 
Japan as reparations. Reconstruction is an urgent 
need of all the countries against ahich Japan 
conmitted aggression, Reconstruction is also 
needed in Japan. In the overall comperison of 
needs, dapan should have the last priority. 


© 6 e e @ 


o e 6 o 6 4 (3) ® © e ¢ © © © o e © 
(The) zaibatsu.. .. are the greatest war 
potential of Japan, % was they wao made possible 
ali. Japan's conquests and ageressions. . « .» 
Unless the zoihatsu are broken up, the Japanese 
have Llittie prospect of ever being able to govern 
themselves as free wen. As long a3,the Zaibatsu 
survive, capan will be their dapan., 


As a result cf the initial hard-line policy, Japanese 
industrial recovery during the first years of the occupation 
was slow, with production, by 1947, only 40 percent of a 1930- 
1934 pase’ which was only slightly higher than it was when the 


war ended. 


Zaibatsu Disselutio 


oars are 


With regard to the zaibatsu 
mis + wiere was no difference of opinion anong 
the Allies about the desirability cf eccnomic 
deconcentration in Javan. Differences concerned 
only wheat should replece Japan's system of private 
collectivism. The United States wanted free 
private conpetitive enterprise, and under the 
Circumstances, this policy prevailed. Host 
broadly put, ... (this) called for removal of 
the zeibatsu families from their position of 
business powor and severing the ties-=-ovwnership, 
perscnnel, credit, contractseewhich bound the 


et OPT yee ho ie 
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“Edwin W. Pauley, Report on Japanese Reparations to the 
Presidont of the Uoited St (\U. S. Department of State 
tern Series 25, Washington, D. C.: 
6 


SPAFERP ee t. 
}; ppe G#T, 39-46, 





Publicntion 3174, Fer £as 
Government Printing Office, 194 


eu.s, Army, Area Handbook, p. 659. Although later 
@bandonead, the Allies had agreed that the average Industrial 
production for the years 1930-1934 should be used as a base far 
determining Japanese peacetime requirements. 
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component corporations into combine structures. 
Proposed, but essentially abandoned, was an effort 
to split up certain of the giant operating 
companies of the combines. 
t e @ ® e 6 ¢ e ® e e ¢€ © e ¢ e e@ e e e 6 @ o e © ® 
ihe alm of the Allied ... propram was to give 
all Japanese businessmen the opportunity to engage 
in the modern sector of the economy, that is, to 
Pelsove those conditions which in gact made it a 
privete collectivism. The aim was to broaden the 
basis of ownership in the modern sector from a 
handful of business femilies of giant fortunes toa 
ownership by the many. ... (The goals) were 
conceived not in idealism but because political 
democracy in Japan was regarded as essential to the 
security interests of the Allies, and because 
political democracy and economic dsmocracy were 
viewed as inextricably related. 


Combize deconcentration took tiree major forms: first, 
the broadening of the ownership base bir Severing current owner- 
ship ties via confiscation of stock, dissolution and/or reor-~ 
ganization of specific companies; second, the severing of 
personnel ties; and third, the passage of major legislation witi 
regard to monopoly and deconcentration. Immediate action was 
initlated by SCAP when, on October 22, 1945, SOAPIN 177° 
directed that fifteen designated zaiba::su holding companies, 
within forty-five days, submit data on their complete financial 
and asset structure as well as on that of their subsidiaries. 
Shortly thereafter (October 31, 1945), SCAPIN 215 stated that 
"no sale, trad2, or other transfer or adjustment of the capital 
Stocks, bonds, debentures, voting trust or otner forms of 


b 


capital sccurities"~ could be made without pricr approval of 





Ma 





vHadley, Antitrust, pp. 10-1l1, 19% 


PSCAPIN ig an acronym for "SCAP Instruction." 


? Treo Hoshii, Japan's Business Concentration (Orient/ 
West, Publishers, 1969), pe 4. 


(7 

SCAP by the fifteen designated zaibatsu holding companies. The 
Girective went on to say that the same restriction applied to 
"any corporation, partnership or stock company" in which they 
hold any steck or other evidences of ownership, ludehtedness 
or control, or directly exercise any power of management or 
direction, "+ 

In the meantime, Japanese Finance Minister Shibusawa 
Keizo had beer involved with the four najor zeibatsu (Mitsui, 
Sumitomo, Yasuda and Mitsubishi) with regard to dissolution. 
Of the voluntery plans recommended, the one by Yasuda was 
accepteble and, on November 4, 1945, it; was submitted by 
Sibusavwa to SCAP. Two days later, SCAPIN 244 approved the plan 
with some modifications. Under the Japanese proposal (known 
as the Yasuda Plan), the Mitsui Honsha, Yasuda Honzensha, 
sumitome Honsha and the Kabushiki keisha Mitsubishi Honsha 
were to transfer ‘all secucities owned by them and all other 
evidences of ownership or control of any interest in any firn, 


corporation or other enterprise"© 


to a Holding Company 
Liquidation Commission (HCLC), wien wes to be established. 

The HCLC was to rapidly liquidate all essets by sale of 
Securities to the public with preference of purchase being given 


to company employees. However, the quentity of shares purchased 








r Che hres at Or 


1Bisson, ZaibeageieDissolution, p. Sl. 


“Ipid., De 24]. Bisson presents the complete text of 
the "Yasuda Plan" and SCAPIN 244 as Appendix 2. 
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by any individual would be limited and neither the holding 
company itself nor any members of the controlling families would 
be able to make any purchases, Upon completion of the Liquidae= 
tion, the former owners were tc receliva the amount tendured in 
interest bearing (later agreed upon to be > percent) government 
bonds, with a maturity of not less thai ten years and which 
were “non-negce tiable, hen-transferable except by inheritance, 
and ineligible for use as collateral," In addition, family 
members would resign immediately fron aay business positions 
held and immediately Subsequent tc the transfer of OWwhership to 
the HCLC, the directors and auditors would also resign all 


offices held by them in the holding company. 
+0 the above, SCAP added the Pellowing major provisions: 


lL. The government was to immediately freeze 
We wuusete of all desivns ted NMa@i@dioirg cammanies ane 
eae controlling fanblies, 

e. The governaent was to submit "plens for 
the dissolution (of cther) iucustrial, commercial, 
financial and agricultural combines, " 

2. The government was to present its program 
for enacting “laws es will eliminate and prevent 
private monopoly and restraint of trade, undesir- 
able interlocking directorates, undesirable inter« 
corporate security ownership and assure the 
Segregation of banking from commercs, industry and 
Periculture. ...'¢ 


On December 8, 1945, SOAP issuei two more primary 
Girectives. The Pies t, oCAP INE es. Specifically listed 18 
holding companies and 336 subsidisries and affiliates ina 


"Schedule of Restricted Ccencerns" which banned security 


a an ae ee 


Sette ei 242), 
a 





Cua, 
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transactions on their part. From this total of 354 companies, 
the Schedule was modified several times so that a new total of 
1203 holding companies, subsidiaries and affiliates were 
eventually listed. A complimentary order, SCAPIN 403, directed 
that the asseis of "restricted companies" be controlled so as 
to prevent dissipation, 

since all SCAP directives had to be applied through 
the mechanisn eG ganeneee iaw and enforced by the Japanese 
themselves, several legal instruments came inte being to 
Meceiitate dissolution actions.« The first of these was 
entitled an "Ordinance Concerning Restrictions on the 
Dissolution of Companies" (Ordinance No. 657, November 20, 
1945) which backed up SCAPIN 403 and 498 and froze the assets 
of ali “restricted firms" and prohibited the reorganization of 
companies that were dissolved. On April 20, 1946, Imperial 
Ordinance 233, established the HCLC ani, to facilitate disposal 
of securities, a law (No. 8) was enacted on January Lee ue ys 
which estaplished a Securities Coordinating Liquidation 
Committee (SCLC). 

The HGOLC designated 683 firms as holding companies and 
Split them into two major groups, a dissolution group and a 
reorganization group, primarily besed upon the type of holding 
company (pure or mixed). By the end of 1947, 16 companies 
were completely dissolved and went out of existence; 26 were 
dissolved after forming into successor companies; 1] were not 
Gisseclved but formed successor companies; and 30 remained 
intact after eliminating their holding ccmpany characteristics, 


(fable 13) 
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TABLE 13 
HCLO ACTIONS ON DESIGNATED COMPANIES 


TROT Re Ghee ER 20 RPE EN BHO PILE PME ALITA LE A RD CRIT A BRE TOP PA EE a REL al RC Sop eG eT FT 8 
et “Erne: te MT elie! MEY CE SS Ee ape eee ee 











Group I--Compenies disscived 42 


Secend compeniles not established 16 
Second compenies established 26 


Group JIl--Comrenies not dissolved 41. 
OVD 42e"¥9 POG De CE TES RUE A rE Oe ES REE PIT aD 


pecond compsnies not established 30 
second compénies established ! 1a 


Total 85 





pource: Bisson, Zaibatsu Dissolution, p. 1lL3. 
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During: the course of events the HCLO received a total 
value of 7,53:.,655,875 yen in stocks and bonds of the 8&3 
holding companies previously mentioned and the 56 designated 


"gaibatsu persons." 


TABLES 14 
HCLC SECURITIES DISPOSAL 


EE Bl ay aly’ 








Fe Ls 
3 


Shares awe bonds 


SER UTS ae 







Source | =APeig-up Value) | (Face Value)! Total 
Zaibatsu | 

families 448,393,784 8,555,092} 456,948,876 
Eo Holding 


7 
hs 


Companies P fn0 20, (aoe o4aG 47 OTL ASLET. 074, 706.999 | 


To tal | 7,475, 129,332 56,526, 54317,531, 655,875% 


a. ; ; 
The eriginal data showed @ grand total of 

fy 1..655,3876 but has been corrected for mathematical errors 

and rearranged. 

















Source: HCLC, Japanese “Anuibatsu_and their Dissalution, p. 289 
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Seereproguced in Hadicey, Antitrust, tm LOO. 
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By November 1949, of the total of 165,673,117 shares 
of stock received by the HCLC, 113,424,000 had been sold for 
8,364,403,000 yen and when the disposal was complete in June 
i951, the net proceeds were 9,600,000,900 yen. Table 15 shows 
sales from June 1947 through October 1949 and illustrates that 
there were other governuent programs involved with the sale of 
stock other than just the HCLC. 
Under the capital levy tax of October 1946, 
payment oj an extraordinary tax was permitted in 
Kind. Accordingly, the Finance Ministry held stock 
which nHeeced to be disposed of to the public. There 
was also « disposal pregream because of stock held in 
einer corporations by ‘closed institution” .. . 
(which) were corporations that had been integrally 
involved in Japan's program of GOSS POG. is 2: OF 
in controlling allocation and distcibution in the 
Wartime economy, such as the myriel control 
companies and .« . . associations, Finally, there 
was a securities disposal program under the Anti-e 
MononGiv haw, supervised by the FTG (Pair Trade 
CUBES SSG} 
fersonne) Purge 
Ihe objective of the SCAP personnel purge was, as 
stated in JCS Directive 1380/15 of November 1, 1945, "to 


eliminate all persons who have been active exponenis of 


Militant nationalism and aggression."* fo this end, paragraph 
es Of the Directive specified that “in the absence of evidence 
e « « tO the contrary, you will assume that any persons who 
have held key positions of high responsibility since 1937 in 


industry, finence, commerce or agricultwre have been active 








SS 
“Hadley, Antitrust, p. 181. 


“Bisson, Zaibatsu Dissolution, p. 158. 
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TABLE 15 


SECURITIES DISTRIBUTED BY THE SECURITIES 
QOORDINATING AND LIQUIDATION COMMISSION 
June 1947 to November 1945 


Da See a RE RS ET hg Dot? WAP A FOR Creme! TD. <A : ER FRC EMESIS Mh eh EO C2 DOE 8 ORD CET) 
eet AE ER Bor SS ROE IS OA ETE ORD EEE SUS TATE RPI ST ees wa age EEE, 25 CS EY Ot aL PIN iD LTT LODE 5 a 








Glessified by Offering Organization 





= No. Obeseneres “Proceeds ~ 
Distributing égency (1,00) (1000 yen) 

















































HCOLC 8, 364, 403 
CILC (Closed Institutions) ier ole. 2 ele 
Government (Finance 
Ministry ) 27, 44 Ly 740,447 
Bank of Javan 1955 80, 644 
Others Lee Oe io SO 
To tal | 178, 928 12,313,168 
awe tbe ilied py Meung of Disporai 
Ne, of Shares | Proceeds 
Type of Sale (1,000) (1000 yen) 
General (including local 
tender) Bop pe AG: 4,913,486 
Underwriting Sales 63,958 A, 232,124 
Employee Sales 7 44.554 2,094,588 
General (including lecal 
sales} 952,650 
Consignment Sales ELS PS 
Off-Market Sales 93,604 = 
To ta. 413, 168 











Source: Hadley, Antitrust, p. 188. 
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wd 


exponents of militant nationalism and aggression. TAU Sis. Ou) 


January 4, 319046, SCAPIN 550 was promulgated which covered 
purges in the political, governmental and military sectors. 
However, it was later modified to include the strict 
provisions ef paragraph 23. In total, 1,966 persons, as shown 
in fable i6, were purged under the economic sections of this 
order. 

To fill in gaps left by SCAPIN 550 and to "eradicate 
(the) personsi. tie which has served influentially for the 
fornation and maintenance of the zaibatsu enterprises, ' ne on 
January 7, 1948, the Japanese government declared the “Law for 
Termination of Zaibatsu Family Centrol" (Law No. 2). ‘The law 
called for retirement of all gaibatsu family members who were 
then "for ten years ... (to) be excluded from nositions of 
M@ecicials in... (the particular comoine) and... 
prohibited frcm conducting any activities which belong to the 
competence authorized only for officlais in such companies." 
fhe same conditions applied to top exenutives (i.e., directors, 
staff members with executive responsibility, auditors, and 
advisers with equal or greater authori:y or influence) who 
heid positions prior to September 2, 1945. ‘here is 2 wide 


Gisparity between source data figures =s to the number of 


Om BM ag: 





MFA EER RO Ms A RETEST Wa POC, 
aod. 
nr QF Os ne a 


Quotation from Article 1, taw for Termination of 
Zaibatsu Family Contro}) (law No. 2, January 7, “SORE ) AY 
presented fn tore le pisson, Zaibatsu Dissolution, pp. 2os~ 


401 e 


Ihig., Article 4. 





B84. 
TABLE 16 
ECONOMIC PURGES RESULTS UNDER SCAPIN 550 
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PLO OES 62 OE SG BaP EY 
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barred Frovisional. 
pcarPiIN 550 or Designation” : To tal. 


Lemoved t 


EPR 3 ani PURE, BAPE SRE CESS A ey, BDL 








a MELY a ee ALS * 


Ca.’ te 2or ye 


Goveriment Financial Ore. 26 207 27,4 
Government Development Org. Ae 184 ~ 20]es 


Subs To tal 
Keins tated 





Sups2.e tal 


Category 











an Gammeiee Ventana taemaiammmmmenennr aniiearommmmmamaas a 
' 
f 
: 
ne 





Semi-gov't and Others 200 0 200 
Business Companies 449 a Oo ee 
Sub-Total 639 914 1553 
Reins tated QO Va eee 7 
Sub=To tal 639 | 896 «= 1555 
fe co), 681 1285 1.956 
ity ae ak pe) ee me hea eS ee to 5 = = 


Wikawd wae Pe Uv eb aS oi, Us dis Cred, ve 20x ¥ 9 Aid specaied 
key officers who resigned or were “out of office’ at the time 
of the purge were designated as falling within the provisions 
ME eCAPIN 550. If such an officer wished to appeal his cage, 
Mescould do so within a 30 day period. If ,rppead was not wade, 
he was purged hy "orovisional designation, ' 


pources Combined data from Bisson, JZéeibatsu eee olution, 


p. 155 and Hadley, Anti trus %, Dpe 9293. 
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people actually purged under aw No. 2. Because the writer is 
unable to reconcile these sources to come up with a valid 


composite figure, Table 17 presents both extremes. 


Cee eae 


PURGE RESULTS UNDER LAW NO. 2 OF 1948 
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First coOunece 








Company officers affected 3489 
Applications of exception 74), 

Disapproved eae) 

Approved __ 69), 
Company officers purged 2798 




















Note: This may not have taken into account those persons 
already purged under SCAPIN 550, resigned, retired or 
aead. 


Sourge: Bisson, Zaihatsuy Dissolution, p. 175. 
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Company officers affected 3668 
Applications of exception (As) 
Disapproved? aot 
Approved O14 
sub=To tal 3054 
Latent appointees, resigned or 
retired 1931 to 1945 1673 
Removed by SCAPIN 550 758 
Deceased 5) 
_ 3054 
Net additional officers purged O 


ieee. Set 2" ae Boe ee Se eee 





at ae 





ott Sete PO EAE MON. BPP. Ce OPS IDL LA EIR POR F VEE EET BEA A Paw ER PEG OPS EG OT Ta FS CE EP ORES pede 3 





-_ 





“Of the 101 disapproved exceptions, only “OQ were 
actually removed with the vemaining 612 temporar L1y retained. 
Gnerefore, the net results of Law No. 2 were, in reality, the 
purging of 40 officers. 


meeeece: Hadley, Antitrust, p. 102. 
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Ma jor Legislation 


Iwo pieces of major economic legislation came from the 
Gcoupetion which had far-reaching effects on the Japanese 
econuony. Firet, on April 14, 1947, an antimoneopoly law, the 
‘Lay Relating to (the) Prohibition of Private Honopelies and 
ae slaintenance of Pair Trade” (law No. 54), was enacted. 
Secchd, a deconcentration law, called the “Law for the 
Plimivation of Excessive Concentration of Economic Power" (Law 


No. 207), wes promulgated on December 18, 1947. 


fhe Antimonopyc ly Law 

Law ho. 54 was baged upon a draft proposal submitted tO 
the Japanese government by the Anti-Trust Division of the U. S. 
Justice Deparument and, when enacted, was "patterned after the 
reaera) ivraade Commission Act and tne Clayton (Anti-Trust) Act. * 
Lt consisted of ten chapters Jncorporating 114 articles. The 
Objectives of the act are found in Article 1 as follows 


This law, by prohibiting private mnonopolization, 
unreasonable restraint of trade and unfair methods 
of cempetitiscn, by preventing excessive eee 
tion of pewer over enterprises, ani by excludi 
ulidue restrictions of production, sale, oe” 
technology, etc., through combinations and agree- 
ments, etc., and all. other unreasonable restraints 
of business activities, aims to promote free and 
fair competition, to stimulate the initiative of 
Gniceprencvre, to encourage business activities af 
enterprises, te heighten the Leveis of employnent 
and national income end, thereby, to promote the 
democratic and wholescme development of national 
economy ac well ag to assure the interest of the 
general consumer.¢ 


EP ORE Nae LAI RS TIE i RA BOT PONS TPE BO 
= 
Yamamura, Eeonomic Policy, p. LO. 


i aitan Appendix fV, Yamamura presents the first six 
ee: t. vers of Law No. 54 be ih $21 41.¢S arie sang ae) wording and aso in 
the wording changed by tne 1953 ee ccre 
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Bacause of the law's relative importance, the subs ta 


portions of the legislation are summarized in Append 


ntive 


pip cme 


During the occupation period, there wes one major 


revision to the antimonopoly law. On January 18, 19 
amendment (Law Ne, 214) was enacted which:+ 


_ &. Nerrowed the definition of the term 
“competition” to mean either "supplying the same 
Or similar goods or services to the same 
customers or consumers" or "receiving supply of 
the same cr similar goods or services fron the 
same supplier.” 

e. Deleted the prohibition from one company 


49, an 


f 
0 


owning in excess of 25 percent of nother company's 


debentures. 

4. Changed the FTG review of security trans 
actions to one which was after the fact vice 
before it. 

4, Relaxed the provisions regarding nergers 
and Interlocking directorates. | 

5. Deleted the clause in Article 6 which ha 


er 


d 


prohibited entering ‘an (international) agreement 


e Ke a] J - * ~, 

or contract relating to restriction on exchange 
% 7 <i re A =a ro % : Tews men t m A ome ay Oh OA Aor eso ge 
peeoouitic cr technclsgical kucwledes sr inf’sens 


e~ 
tion necessary for business activisies, " 


Peconcentration Law 

On December 18, 1947, a deconcentration lay 
was executed. The rationale for the lew was stated 
news release published in the Ninpon Times the same 
said: 


lts broad intention is to estatlish a 
reasonable besis for competition and frecdom of 
enterprise through the elimination of those 
concentrations of economic power which stified 
efficiency as well as freedom. ... It is 
essential to recognize that this Deconcentretion 
Law is not intended to hamper larse~scale 
production or to prevent efficiently integrated 
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Pr abt: 


: 
“Bisson, gatbatsu Dissolution, pp. 188-190. 
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(No. 207) 
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enterprises. .. . iikewise it should be clear 
that the... law does not establish any maximua 
Or minimum size for business enterprises and Lt 
is to be administered by weighing cerefully the 
actual facts characterizing each company affected 
by the Law. 


The essence of the law was contained in Articles 3 and 
owe Article 3 defined 
© e « &H Excessive concentration of economic 
power . . . &S any private enterpr:.se conducted 
Fer profit, or combination cf such enterprises, 
which by reason of its relative size in any line 
or in the cumulative power of its position in many 


lines, restricts competition or impairs the 
Cpportunity for ethers toe engage in business 


x a 


independently, in any importent segment of 
pusiness. 


Article 6 stipulated that the HCLC would make standards fox 
determining what would constitute “excessive concentration" 
besed upon corsideration of certain detined criteria, 
{Annend fie tL ] © 
Subsequently, the HCLC published two public notices, 
the first on February 8, 1949 which spocified its rules of 
procedure, anc the second on the same day, which enumerated the 
standards to he applica in determining excessive concentra 
tions.? 
In July 1948, SCAP, through the HCLC, excluded the 
Former Zaibatsu banks from the provisions of Law 207, giving as 


@ reason that the banks had been segregated from the holding 
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lucdley, DIELS pp. teeny 
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“Quotation from Article 5, Jaw 207, as presented in its 
entirety in Appendix 5 of Bisson, 4Zaibstsu Dissolution, 
OD. 262-268. 


? Complete texts of hCLC Public Notices No. 1 and ho. 2 
appear &S appendices 6 and 7.. reSpectively, in Bisson, 
Be. 1. Peto Ds oes sao tution. 
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companies which were being reviewed under the antl=-monopoly act. 
They also announced that the provisions of the law would not be 
put into effect until after a board from the U. S. had reviewed 
the law in terms of the condition of tte economy. The Review 
Board, cheired hy Joseph V. Kobinson, arrived in Japan on 
May 4, 1943 ani on September 11 issued four principles to be 
followed during the iitplementation of the deconcentration law: 


1. No order should be issued under the... 
law unless there is a showing of a prima facie 
case that the company restricts comnetition or 
impairs opportunity for others to engage in 
business. In the absence of such a showing, the 
colipaliy should be removed from designetion. 

e. Mere possession of naonrelated lines of 
business is not in itself sufficier.t in any case 
to establish that a compeny was an excessive 
concentration under Law lo. 207. 

5. Submission of a voluntary plan of 
reorganization is not in itself sufficient te 
Ges CnC Ou Oa ne OMe a CR i yo 


ABABA WAM 
Rep WF BAK Soke ae malas ante 


— 


under Law Wo. 207. 
4, The action a company is ordered to take by 
the HCLC under Law No. 207 should te directly 
related te the facts upon which that company. was 
determined to be an excessive concentration, + 
Table 18 shows the final results of deconcentraticon 
actions as taken by the HCLC under the provisions of Law ho. 
e207. in 1950, and within the framework of certain prior 
enactments, the HCLC was divested of responsibility and its 


functions transferred to the FIC. 


Anerican Policy Reorientatio} 
American policy had made some dramatic changes over the 


years of the occupation and spanned the gulf betwoen concepts 
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tipid., p. 145, 
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TABLE 18 
DSCONCENTRATION ACTION UNDER LAW NO. 207 


ae, Be Re ao OLB GE IVT TO OP IE Rw EUS eis 
SOPOT = IEE LO gg a pm I Pe Pe Be, 





SP ADP DD ALP TP 2 EST EEL RIT DS PES ad * ye CCT APA S | 


PO la SACS, 3 CME PORES IT it SEE ELS BAI IE f POALNETIATE OTE T A POE IES Ral tl OIE TRAE, Ot SO s 

















Structural Changes 
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a Company a _Chaige ee 
i he: 
hii t: Su. 
Mitsui Mining One coal mining and one metal mining 
company . 
Oji Paper three pulp and paper mfg. companies. 
Bente. Can two can manufacturing companies. 
il tesul ED 15 1 
Mi ts subisni avy ind. One machinery and two shipbldg. cos. 
lijtsubisni oe ing One coal mini ng and one metal 
Mining conoany. 
Bums. tomo 
reika Mining Ore coal mining and one metal mining 
company. 
aguda 
faperial Textile One rayon aid two flax companies. 
te t.' 1 Ww OiLey Co. 
“dapan iron & Steel mk -ron and steel companies 
ii So. 
' aiken Industrial Pree textile ang one trading company. 
Japan Beer Tyo brewcerics., 
Hokkaido Dairy Prod. Two milk products companies ; disposal 
Ce. Ca. hee CWO pla 8.12 US en = Oe Se, 
Lesser Changes 











Mi tsud 
Tokyo-Sbhibura lectric Disposal of plents. 


Nissan , . 
Hitachs works Disposal of plants, 
fet 1 Policy Co. 


Imperial Petroleum Disposel of stocks and unexploited 
mine lots. | 
Japan Electric 
Generation and 
fransmission (with 
nine regional outlets) + Divided inte nine private companies 
under a publie commission? 
Misc. 


Japan Explosives Disposal of stocks. 
Shochilku Cinema |}Disposal of securities. 


fh wong 0 Canara Bo ee b> 12 pO a monn es 8 eer ts a es 6 ABS Fame PERRI? AERC. Me eR Oy Iie PAT 


“ho tually Givided in 1951 after i: HCLOC was divested 
oa x esponsibility and the functions turned over to the FTO, 





POouUrce: Bisson, 4aibatsu Dissolution, p. 149 








oe 
ef punishment and the resumption of massive industrial recovery 
efforts. The first indication of a shift in pelicy came in the 
controversy over the resuvits of a report made by a State-War 
Missicn on Japanese Combines led by Corwin D. Williams. The 
Mission, after a ten weak investigation, made lts report which 
was, in a large measure, incorperated into an American policy 
paper by the nve te-War-Navy Coordinating Committee (SWNOC). 
The policy was subsequently forwarded to both SCAP as an 
interim direculve, and, in October 1949, to the Far Eastern 
Commission (Fic). In the latter organization, the policy 
became known ¢.s FEC-230. As part af its normal action, SCAP 
used the strong provisions contained in FEC~230 to create what 
turned cut te be the deconcentratien law (NO. 207, 1947). 
Nee se we ree 
March 12, 19465, withdrew its support fiom FEC-230, thereby 
leaying SCAP ina politically embarrassing position which 
ealled for immediate modifications to the Japanese law. 

A further example of the change in philosophy, and 
thereby policy, was exemplified by the Draper-dohnson Nission 
which investigated broad economic problems in Japan and Korea. 
Reporting on April 26, 1948, the Committee (known as the 
Johason Committee) recommended that war reparations be reduced 
and that large dollar grants be made to Japan so as to make 
Yayailable the initial imported materials required to augment 
ul 


megauction quickly. With regard to dissolution actions, the 
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BPD NIE we, AER SE, 1M CR a: 


“Report to the Secretary of the Avmy, "Report on the 
Beonoic Position and Prospects of Japan and Korea and the 
Measures Required to Ieprove Them," ("Johnson Committee” 
report), April 26, 1945, as extracted from Bisson, Zaibatsu 
Dissolution, p. 145. 
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report stated: 


The period of uncertainty caused by this 
economic reform should be mada short and the area 
of uncertainty lessened as rapldly as possible. 
The possible disturbing effects should be allayed 
byecare NOL tO hirt production, and by limiting 
reorganization to the minimum necessary te insure 
reasonable conpetition. ‘This we understand is the 
intention of the occupation authorities and is 
further assured by their establishnent of an 
American review poard+ to see that deconecentration 
plans do rot adversely affect production and the 
broad program to achieve economic recovery. Care 
must alse be taken that breaking up the zalibsztsu 
monopolies does not lead _ te the growth of 
governmrenial monopolies. 


SCAP policy £cllowed this change bv tapering off the pressure 
me tune Japanese government with regard to economic reforms. 
The dupanese, quick to respond to the new freedom, did so by 
virtually emasculating the Anti-Monopoly Law (No. 54) by their 
1949 amendment. 


fasts. amt. om aa 
IONS t,he 


Ze 3H 
manifested by many things, and, not the smallest among them 

was the "cold war." By 1947, not only were differences between 
the U. S&S. and the Soviet Union reaching gigantic proportions, 
but the U., S.+Chine policy of support for the Nationalists was 
in guestion. Since the Kuomintang Army had suffered many 
defeats at the hands of the communists despite massive American 
aid, and the lationalist government was riddled with open 
Corruniion, tie War Department began to realign its thoughts 


Sencerning Jdayan. The results were, that 


NPCS Pol I a, 
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1ithe ‘American review board" turried aut to be the one 


chaired by Joseph V. Robinson, as previously referred to in the 
text. 


CBisson, Zaibatsu Dissolution, p. 144. 
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. « « by the end of the second year of the 

occupation, (the Pentagon) began to propose 

that Japan be promoted from ex-enemy to 

partner. Ex-enemy and partner call for quite 

fi 

different policies. With a partner one 1s 

concerned only with its foreign policies. 

With Japan as an exeenemy, the U. 5, and its 

allies were worried about the internal 

political forces that had produced the Roreien 

expansion. 
The loss of China in 1949 to communist control, and the outbreak 
of the Korean War on dune 25, 1950, proved this change to be 
effective log:.c. 

Another basis for the shift in policy toward Japan lay 
am the area of the finencial costs to the U. 5, for the 
rehabilitation. For the period commencing in September 1945 
and ending January 31, 1950, the governnent had given Japan aid 


=) be] f a} $ & 
[erocd, iertilizer and industrial raw material as follows: 


Sen 1045—slea 1046 $1904. 000 
1947 494,000 
L948 451,000 
1949 534,000 


1950 = _351,.000 
To tal $1,954,000 
Whereas the U. S&S. military were in favor of this ald as it 
helped build she Japanese economy, thereby resisting communisn, 
U. S. political pressure was against it in that, in accordance 
with the original occupation policy, Japan was to be responsible 
for its own economic revival. If then, the aid programs were in 


political jeopardy, the only real alternative left from a 


= OTe TaPe 








diadley, Antitrust, p. 133. 


2Ipid., pe 133 and footnote ll, p. 144. 
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foreign policy aspect, was to permit and foster the continued 
existence of established and large Japanese industrial concerns. 
The last major area which forced the change in policy 

was that of politics and was based upon the American concepts 
of fair play with its framework in the provisions of the U. S. 
Constitution. The public debate which had preceded the U. S&S. 
withdrawal of support of its own policy, FiC-230, had been 
bitter and stressed the fact that the government was dig- 
regarding the sanctity of private property by arbitrary and 
quasie-legal means. This struck a responsive chord in the 
political sector and gave a mutual antie-authoritarian platform 
40 both Lliberel and conservative politicans. Also involved 
closely in the political area and complimenting the FEC=230 
LLOVeErsy wes the purge progrum. Whereas 1t was reiativelv 
easy to find 2 rationale for the purge of Japanese militerist 
and ultra-nationalists, it was not easy to apply the same 
rationale to top business executives. Therefore, the economic 
purge of perscnnel and the forced divesture of stock, came 
under a great deal of public criticism. The feeling that 
prevailed could be summarized by saying that 

Meee, this kind of disqualification (putge) by 

legislative or administrative measures would 

certainly be considered incompatible with basic 

democratic postulate of due process of law, and 

the legality of ordering individuals to ee” 

themselves of certain types of property whos 


possession a? otherwise legal, (was) en “to 
grave doubts 








iveshil, Business Concentration, pe. 6. 
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the effects of the deconcentration program are still a 
subject of much devate among students of the Japanese economy. 
Although Jable 19 summarizes the short-range effects, it neither 
gives an indices as to the impact on the dapanese econcmy nor 
does it tell cf the longer range results. These results will 
be taken up in Chapter V. 

With the lessening of SOAP pressure and a new emphasis 
on rehabilitation of industry, the years 1948-1952 produced a 
vastly expanded Japanese economy. In 1948, because most 
industrial aciivities needed repair or modernization, and there 
were no reserve funds to pay for this, the Japanese government 
was auvnorized to use the proceeds fron the disposttloyacsn 
items imported under the U. S. aid prosrams for that purpose. 
By the end of the year. despite a erow!ng inflation. there wes 
an upward turr. in industry. To curb the inflation and thereby 
pave the way for Japan's reemergence as a major world trading 
nation, the Dodge Plan! was Lntroduced by SCAP whieh, through 
the mechanisms of balancing the nationel budget, retirement of 
debt, discontinuance of government lencing, reduction of 
subsidies and the establishment of a unitery rate of exchange 
at 360 yen to one U. S. dollar, proved effective. ‘The Slight 
recession which was created by the application of these 
deflationary measures was offset when the Korean War (June 1950) 


moved the economy into a period of boom, 
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diames after Joseph Dodge, economic advisor to SCAP. 
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TABLE 19 


SUMMARY OF DECONCENTRATION AGTICNS DURING 
THe OCCUPATION Pek LOD 


ORES: tapes A Te Oe, Spee eT She TFT PORE TN alle AONE EP WE I TS OR, CLT T IR DRE ANE STP Aer) PEE IPG CVT LFS ETTORE Oe TRA EA east er et. ee SE re Gs te 
CIS SEP Is EE. ee) > Or We peng Whee ire we” PS OL EM Oe LES, EE AES AR Ho eR > Ue ee we SOCOR SEER CER OEE AE EO. He NWSE OD PRR EM Be PsP i Met Pete Se ee See. ka) 
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Economic Purge 1966 Purged 
Law No. 2 40 Purged 
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Bapetrus t: : 
HCLC ¥8.% pillion (precesds 
from sy 
EC 21.3 billion (peid-up 
Value 


bad 


Other: 
Finance Ministry (capital levy tax) ¥1.7 billion (vrecee 
Crem cele) 
CLC ¥2.i billion (pr 
from sale 
Misc. ¥O.1l billion (nrocecds 
from sale} 
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Hote: Data have been modified to agree with previously 
presented informetion. 


nource: Rearranged from Hadley, Antitrust, p. 443. 
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fhe termination of the Korean War boom in the spring of 
2951 did not Oia the expansion cf Japan's industrial 
production. Because the purchase of equipment, supplies and 
services, as well as money snent on amusements for the U. S. 
and U. N. trootps was maintained at a high level, it provided 
the income necessary to procure capital equipment. ‘his, in 
turn, closed che wide gap between Japan's technology and that 
of the West. The magnitude cf industrial production changes 
from 2 period 1954-1952 is shown on Taole 20. 

The Gceupation ended April 28, 1952 under the terms of 
the peace treaty signed in San Francisca on September 8, 1951. 
From the point of view of American democratization efforts, it 
could be said of the occupation=-"Nitsureba kaluru nyo oo nari-~ 


vee E> Bae > el ee ar sory ” tid. 
a be RIL bye ves y ss oh Ure de Soe * Tain. 








Ft MNP ps ETO eee 


>. 2 GP may: 


lJerone B, Cohen, Janan's Pos tsar Economy (Bloomington: 
Indiana University Fress, 195%), p. L9L. 
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CHAPTER ¥ 
THE CHANGING FACE OF JAPAN (1952-1969) 


antroguction 
in preceding chapters the structure of the zaibatsu has 
been presented as well as its orlgin and development through 
Worla War II. During the initial years of the occupation 
folisowing the war, a major effort was mace to democratize the 
economic sector in Japan by destroying the zaibatsu Per 


structure~-the major holding cowpanies, the stock cvwhership 


base, and selected top personnel. In eddition, strong 


the dual objectives of applying maximum pressure during the 
occupation period itself and preventing a reoccurrence of the 
Metpatsu in the future. 

In this chapter, after establishing a perspective with 
regard to growth of the economy since 1952, an examination of 
the attituages vf the dapanese people with regard to business, 
the current laws, management personnel, political-economic 
Structure and business groupings will be made. Such an effort 
will involve an analysis of not only the lenger range effects 
Seethe occupation's democratization actions, but will also laad 
to a conclusion, as presented in the subsequent chepter, with 
Meer «6tOlh6Uthe very existence Of the gaibatsu witnin the freme- 


Merk.of current big business in Japan, 


Oo 
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Heonomle Perspective 

In order to provide a background for understanding of 
current Japanese business practices, sslected economic 
statistical deta are examined to describe the scope and volume 
of production, These data will provid: an indices of growth 
and establish the performance of the Jipanese economy. To this 
end: 

lL. Char + VilI provides an ind2x of industrial 
production in terms of the type of industry end in comparison 
to the industry of other nations. 

2. Table 21 indicates the valae of exports and imports 
over a2 period of years, 

3. Chart 1X shows a representition cf the real gross 
national product (GNP deflated for price level changes) as the 
principal indicater of the overall gvoxth of the econony. 

faere are three basic elements which various 
authorities asree gerve, for the most part, te explain Japan's 
phenominal eccnomic growtn since the ead of the occupation: 
the high response of the Japanese people to a market oriented, 
capitalistic eccnomy; the active role of the government in the 
creation of an environment conducive £0 rapid economic growth; 
and the ability of the dapanese to assimilate and efficiently 
utilize massive ancunts of Western technology and managerial 
expertise. 

Simee World War II, the Japanese have thrived under the 
mencepts of & capitalistie economic system of private enter- 


prise operating in free markets, Both the preewar and post-war 
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CHART IX 
Growth of Real GNP 1958-67 
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growth records indicate that the Japanese did not lack 
responsivenegs to economic cpportunities either internally or 
extermally. Ju this respect, the businessmen could be 
characterized as oriented toward the pragmatic, but energetic 
and restless when it came to iooking for new opportunities. 

From the short review of polit:.cal-economic history, 
it can be concluded that Jaran has neither subscribed to nor 
adopted Adam Smith's precepts of the “invisible Hend" whereby 
any interfereice with free competition by the government was 
deemed to be injurious. From the Tokugawa Era, in which a 
central authority was first formed, the government has always 
supported and prometed economic development with the ultimate 
purpose of building a strong nation. Hecause of this basic 
VAtLON, tie amalogy can be UtaWis Wat whereas tne nnrasa. 
"Shat's good for General Moters is good for the country,' is 
Pejected in the U. S.3 “What's good for Mitsui (or Mitsubishi, 
or Sumitome or any of the largest compenies) is good for 


Japan, " 


and vice versa, is not enly acceptable, but accurete,. 
Thus, business participates in the bureaucracy and the 
bureaucracy participates in business to weld an amalgam that is 
stronger than the individual components which go to muke it up. 
Japan has always been, and tcday still is, a group-oriented 
society. The destern concept of "rugged individualism" is 
regarded with a certein ambivalency; therefore, Anglo-American 


economic ideology, promoted during the occupation, has never 


Pealiv been fully adopted. 


tos 

The third factor attributing to dapan's sustained 
economic performance has been the ability of the Japanese to 
obtain, assimilate and efficiently/effectively utilize Western 
technology and managerial experience. Japan was, for many 
years, known and criticized as cheap imitators of Western 
products. However, it was overlooked that the vast majority 
of the Westerr. industrialized nations, including the United 
States, began in a similar manner and that such efforts were 
greatly facilitated by certain common omross cultural ties<<-an 
advantage Japan has never enjoyed with the West. 

The success of imitative reproduction, however, is only 
one facet of the economic development. To reinforce this 
aspect, the Japanese have added an abitity to adapt and improve 
Western technclogy to produce products efficiently and 
inexpensively. In the pursuit of Knowledge, the country has 
been sending young nationals abroad both t0 study in 
universities and to work in overseas businesses. Meanwhile 
they have been building their internal technical education 
system to a high level. In addition, Japanese businesses have 
procured massive quantities of patents, licensing arrangements, 
and foreign technical agreements since the end of the occupa- 
tion thereby narrowing the technological gap which existed for 
many years. 

The post occupation effectiveness of these and many 
other factors can be measured in many ways. Tne foregoing 
statistical data has presented it in the context of indvstrisl 


esrowth, external trade and real GNP. In terms of Japanese 
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labor itself, Table 22 indicates that real cash earning rates 
(nominal rates adjusted by inflationary percentages) are on the 
increase and, although the propensity to consume has increased, 


so have savings which sexves to help stabilize the economy. 


The Political-EBconogic Structure and Legislation 


Fe ey 


On September 1, 1953, the Diet passed an amendment to 
the antimonopoly law which reversed both the spirit and the 
letter of occupation policy. The most significant changes were 
aS So itows: 


1. Atimission of Recession and Rationalization 
Cartels. 

Cartels and other collusive activities 
became legal in those cases where the competent 
ministry deemed it necessary on the grounds of 
averting a recession or for the purpose cof 
Reeronalization. 

ae Re SOY. rea, oes oa ee SHENG I. eee REPU? ae Sout Ls 

Accoraing to the amended articles LO thee 
6; interlocking directorship, mergers and mutua 
stockhold:.ngs became legal, except when they 
conflicted with Article 9 (proni bition of holding 
companies) or Article 2 (limitation of stockholding 
by a financial institution) and when the result 
P+ »« Gid not limit competition in a market 
substantially. 

Oe KRedeiims tion of Unitair Competition. 

Unfair — competition and the catch-all clause 
of the original Articles 2-7, which read in part 
lessening of "competition which is contrary to the 
mupite incerest, were amended to apply only in six 
specified cases of Rec iend bus age practices." 

4, Total Elimination of Two Acticles 

Article 5 ae nee [ting ie es ta blis shment of 
or becoming ea party to a4 monopolistic organization) 
and Article 8 (prevention of substantial disparities 
in bargaining nower) were deleted in toto from the 
ACT. 
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The single nost important alteration was the first. 
Recession cartels were permitted if the supply and demand were 
out of equilibrium, prices fell to below production costs due 
to oversupply, ete. The rationalization cartel can be defined 
in terms of the Japanese word gorika which literally means 
{3 4 > bd res k 4 Zé 
to make it logical, but which in economic terms means 
2 e « tO adopt a larger unit of production which 
increases efficiency (a lower unit cost) when 


produced near or at the optinum ee of produce 
tion. The common phrase, "catching up with 


to 


Western standard of efficiency, " a nontehnical, 

way of saying the same. (Therefore)... the 

term .. . (can) also be used to mean to wake 

any aspect of the operation to yield more than 

a connetitive orofit by such means as eee, 

of 2 large market share by whatever means ... .¢ 
Thus, rationalization agreements could cover such things as the 
Standardization of specifications and measurements, obsolete 
process restrictions, concentration of production of certain 
items, joint use of storage and transportation facilities, and 
joint purchase of raw materials 

Through the application of the revised law as well as 

the passage of other legislation, the government as well 
private industcy has moved inexorably toward increased 
concentration yatterns. Tables 23 and 24 show the growth of 
cartels by total number and by type of Legislation, 
Mespectively. In addition, Table 25 vale Ee the number of 


mergers approved by the Pair Trade ne sion under the 
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TABLE 23 


NUMBER OF CAR PELS 
(in force at the date indicated) 
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Merch 31, 1960 595 
March 31, 1961 714 
Maren 311062 868 
Narch 31, 1963 943 
March 31, 1964 966 
March 31, 1965 995 
March aa 1.966 | 1 oes: 
March 3 1967 apOaT 
>. bec RO glean Sts kee 0) a er 


source: Hosh..i, Business Concentration, p. 70. 


TiBLE 24 


NUMBER Of CARTELS BY LEGAL BASIS 
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Antimonopoly law | | 

Recession Csrtels 16 a! O 

Rationalization Cartels 14 Be : 1: 
Special Legislation : 

waporteImport Transection Lav 214 209 EE, 

bxport Fishery Industry Law is 8 6 

Fishery Production Co-op Law 6 6 i 


Law Concer ening Temporary 

Measures for Price Stabi- 

me2eation of Fertilizer fa 2 2 
Law Concerning the Organiza-~ | 

tion of Associations of 

small #knterprises 652 Pes. 590 
Costal Shipping Co-op Law 16 18 22 
haw Concerning Rationaliza- 

tion of imnvironmental 


panitation and Related Ent. Hea 23 Leo 
Law Concerning the Extension | 
See tne liguer Tax, Etc. 12 J Le 
Law Concerning Temporary 
Measures for the Promotion 
of the Machinery Industry As 
Total HeO7o. owe 











Source: Hoshii, Business Concentration, pp. 70-71. 
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TABLE 25 
NUMBER OF MERGERS, 1956-65 
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liberalized laws. A major result of this movement was 
succinctly stated in that 


eo « « the .. .' wave of mergers has created richer 
and mere powerful industrial egreups. These are 
beginning to free themselves from their traditional 
dependence on banks that today are lneapable of the 
ever growling reauests for financing. 


To sum up the political-economic relationships, it can 
be said that 
e « « in addition to such "“maere" responsibilities 


as the governments of all frec-enterprise 
econouiles have come to assure--growth, full 





att 
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dy esuo fakeyama, "Big Industry {Loosening ists Banking 
fies," Success international Edition), August, 1969, p. 80. 


Pil 


employment, stable prices, and @ viable balance~ 
of-paynents positione-. . . the Japanese govern~ 
ment directly supports particular indus trics, 
enters into the terms of technological agreements, 
adviscs on desirable prices, eromotes changes in 


firm size and encourages cartelizaticn. Few 
Japanese businessmen regard this o3 an infrings~- 
ment ox¢ their rights. 


Management Persornni2i 

The purge laws of the eceupatisn as they affected 
gaibetsu fanisies and their appointees, were only in effect 
just short of four years. In 1951, th2 Supreme Commander for 
the Allied Powers authorized the Japan2se paver tiers to 
"review existing ordinances issued in implement ‘ation of (SCAP) 
directives .. ., for the purpose of evolving through 
established procedures sucn modifications as past experience 
and the present situation renders neeeasaryv and oe ae 
By May of that year, no economic purge3s were still under 
Gesignation, end in July, the day the Holding Company 
Liquidation Ccmumission was dissolved, the designation of 
geibatsu family members was cancelled. 

As to the family members, there is some difference of 
Opinion concerning the effect of the purge. It is, however, 
most generally argued by business authorities that these 54 


persons never regained the econcmic power that they either heid 


individually or as family groups. In short, 








DRE eeetivbt..x Oo yre E Face 


dnadley, Antitrust, ps» 390. 


eBisson, 2aibatsu Dissolution, p. L779. 


be 


. « « the Lives of the former zeibatsu families 
changed .. . as dapan itself had changed. 
These individuals did not usuelly possess 
managerial skills or business acumen and were 
merely the titular heads of theix empires. 

They were powerful only in the long tradition 
of their "houses" which controlied immense 
fortunes. Consequently .. . (they) were 
totally urprepared to carve their uiche ina new 
way of life. <A few of them retired into 2 
secluded life of their chosen academic pursuit, 
while most .. .- became inactive rentiers. 


Teo 


to liquidate their real estate and even their 
art collections to survive in the (postwar) 
inflation. Several years ago, they became 
Shayozoku (the tribe of the setting sun).” 

Tne personnel who were promotec. to fill the vacancies 
created by the purges were, in the main, from the upper~middle 
layer of management (e.g., sectional vice-presidents, plant 
managers, divisional supervisors, etc.) and were hand picked, 
pecause OF their administrative skills and managerial 
competence. 

Despite the depurge of 1951, relatively only a few of 
the prewar executives returned to resuge active business Lives 
at their old positions. ‘There were several primary reasons 
for this, as ezpressed below: 

First, after the war many corporations 

became independent and their top management 
consisted now of new and younger executives~- 
there was Little room left for the return of 


former corporate leaders (although the majority 
. « » Gid not express 2 desire to come back); 











lyamamura, Eoeonomic Policy, pp. liel@. For a discourse 


which is diametrically apposed to this viewpoint, see Cole, 
Japanese Society, pp. 83~-684. 


A 
second, a series of sweeping changes in the 
corporate environnent after the rar made the 
know-how of former executives Critically 


obselete (e.g., they were totally inexperlenced 
in dealing with labor untons).4 


Of the ones who did return, sone took 4p their former positicns 
while others became consultants, ex of 7icio Ghairwen, ete. 
However, their total numbers vere not lacge enough to reshape 
the newer manegement trend. As an indices of the change iu 
managerial philosophy, a etudy of corporations found that 

o « » WLtk respect to 46 holding companies which 

escaped forced dissolution ... , 9 companies 

had the sane presidents (ox chairmen of the board) 

an earsy 1952 as they had had at the time of 

surrender . . . , and the remaining 31... 

appointed new presidents (ox chairmen of the board) 

during the same period,.2 
in addition, it was found that "the age of chief officers wag 
lower." “In the 1951-52 period. the nvesident or chairman af 
the boerd was of an average age of 51.€ years; at war's end, 
Seee years." 

Other than the nersonnel movements occasioned by the 
purges, there were several manasement changes. Ry dissolution 
of the holding companies and/or liquidation of the stock of 
holding companies which were not dissolved, the corporate power 


structure was essentially decentralized, Regardless of whether 


1 


an individual held stock or not (stock ownership had been a 





ORAS Re Ba DB, rn. 








uh 
homiya, Postuarn Fconomi¢ Growta, pp. 234235. 


fbid., pe 235. 


4 . : F 
Cue drow ntitirs., o. Lod, 
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prerequisite in prewar days), he could now become a member of 
management at verious administrative levels. In addition, a 
1950 major revision to the commercial laws contained provisions 
which served to promote the prefessionelism of corporate 
managers, while at the same time decreesed the power of the 
stockholders. This served to substantially increase the 
decision makirg framework within which the managers could 


Operate. 


General Patterns of Stock Ownership 


ea Sales OEE PN SS A ARETE Le 





Since the war, changes have occurred in the distribu- 
tion ef corporate stocks in Japan. Table 26 shows the 1945- 
1960 pattern of the shere distribution of companies capitalized 
for *50 million and above. In general, it can be surmised that 
die the lon: range effect of the oGcupativun “resulted in a 
decline in the role of government (with regard to stock), it 
unintentionally produced a great increase in the role of 
financial institutions, and left individual holdings at much 


nd However, the 


the same percentage level as they had teen, 
number of individuals owning more than 100 shares of stock over 
selected years has been dramatically ircreasing on a continuun 


since 1946. (Table 27) 


fae Trend Toward Increasing Oligopoly 


Mergers; and collaboration agreements heve affected 


competition, supply and distribution as well as finance. From 
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lipig., p. 19%. 
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TABLE 27 
NUMBER OF INDIVIDUALS OWNING MORE THAN LOO SHARES 
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Year L946 1950 : L956 L950 

Munbexr or | 


Piaividuals| 1,712,650 4 a 8,606,889 | 20,1 660, 260 
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Table 28 it appears that over the last ten years, the trend 
towsrd Cligoyoiization has increased, and because of the 
inereasing liberalized policies, it will most likely become 
more inteasified. 

Ee prewar iriendty olicopely <i thation previously 
described still exists although companies of the major groups 
still compete in the same markets. Indicative of this 
pusicsopny Woes the tp suareloidiig structure in Hitachi, 


Yawata Steel and Fuji Steel in 1961, as shown in Table 29.» 


Hinence 

With the rapid expansion of the economy, large companies 
in the manufac turing and trading sectors have had to become 
more heavily jievendent on banks as their primary source of 
finanees. This choice of elternatives for capital financing 
was brought asout by dapanese tax laws which allow Bere shoe ietatan 
to deduct interest on bank borrowed capital as an expense 
whereas the money paid as stock dividends is taxable although, 
in fact, it is also an expense to the corporation. The 
natural inclination is to borrow from the banks rather than 


increase the equity capital which has, in turn, tnecreased the 
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ae 
economic influence of the commercial banks. However, on the 
other hand, this inercage in bank power is being offset 
because the amount of funds required has risen so sharply that 
the top banks cannot afford the whole amount, This situation 


hes made it pcessible for big industria: companies to exert 


a 


tac tlLcces 


manipulative rower by the use of "divide and conquer 
The movement of firms from end to financial groups in 1967, is 


indicative of the general situation (Tible 30). 
The Structure cf Selected Prewa? Zaibatsu Groups 


Ownership 

fhe pattern of ownership since tie eccupation has changed 
radically. From the conditions enumerated in Chapter fae 
Mit¢oni. Mitenhicni and Sumitomo erouns, axycent. in iwinor cases 


Ae 


are Without zeibatsu family holdings aid honsha. ‘The only 
ownership feature which jie left is the horizontal cross-ties 
between companies within each group. Table 31 anuotates this 
da. ta ang shows the percentage of stock owned by the top ten 
shareholders end, within that figure, the percentage 
controlled by the group itself. In adjition, the table also 
indicates the cross ownership relation between the leading 
group banks and companies within the group. 

A study of the table shows that the ownership pattern 
for each group has become diffused to the degree tnat compic te 
coordination is required if it ig desired that a company be 


identified as having Mitsui, Mitsubishi or Sumitomo ownership 


ie 
TABLE 30 


NUMBER OF FIRMS ee aaa OR LEAVING FINANCIAL GROUPS 
Leo 


a SNE OP ERE EE LET OP DALE LE LAS DE EIA OT SD, OO IIS ti ERIE. BEE EBON SM CMR Y Ne CET Ete Sais ators TOPE Br eT a: are ee rey 
BAT I 68 > BOE RT sae Oe A NFP REP RY RYE ALPS Ee, OA. RP Rees Cer re aetath apts i PANES? POF PE Qe ETT. 


t No, of Firms 


| Joining the 





SORE CRE Os BARE eS PR TM AT aoe PO 
+ ewes Sf eR. TELA E Te ees 8? Brey ‘Sea a 


NG, Of mires 
Leaving the 









——_ a ee ee a ee a Oe 
Industrial Bank of Japan | Bi) Ue 
Liong~Term Crecit Bank of Japan 5:3 21, 
Hypothec Bank | L7 a 
ita Affiliates — ees) 22 
Mitsubishi Affiliates er) 34 
Sanya Affiliates 2) (8) 34 
Sumitomo Affiliates 35 (9) 34. 
Mtesui Arfiliates eee) 46 
okai Bank >) 
Dai-Ichi Bank & ) 
Nippon Kangyo Bank Le) 
Daiwa Bank qd) 
Kyowa Bank v) 68 
Bank of Kobe 2) 
Bank of Tokyo 2) 
Hokkaido Takushoku Bank 1.) 
Cent. Bane for Agriculture & 

Poxves try 14 Ue 
Cent. Bank for Commerce & 

fndus try Lé 5 
Local Banks os 50 
Chuo Trust & Banking | e.) 
Nippon Trust & Banking 5) 3 
Mutual Banks Lz 20 
Life Insurances, etc. ee Ne 2D. 
To tal. ALS 




















Note: Figures in parentheses denote changes within groups. 


Source: ‘Bank Affiliations Under Reorganization," whe 


eet 


Oriental mconomist, Octeber, 1968, p. 16. 
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Les 
There is a merked difference between this ard conditions which 


existed in 1946 as shown by Table 2. 


In addition to a fragnented cwhnerehip base, the main 
panks of the »rewar zaibatsu have lost much of their individual. 
and combined pcwer 2s is shown in Table 32. 

Intra-Group Relations and Interlccking Directorates 

With the dissolution of the hclding companies, 
"presidents' slubs" were formed which held regularly scheduled 
nee tings of the top executives of selected affiliated firms 
and which, by some, are cousiderad ac “equivalent to the top 
level meetings of the former galbateu combines." 

» » dn the Mitsubishi grouping the pres sidents 


¢ 
nF OG key commanios aaneti tite the Rriday Ginn 


(Kinvo Kui}; in the Sumitomo grouping the heads 


. 
ca Asef, RRS ee ole AY 


ar 17. eae are in the White Waters Club 

(Hakusui, dai). ‘The Mitsui grouping has two such 

clubs, cares ef member Monday Club (Getsuyo Kai), 

and the more exclusive 1/7 member f£econd Thursday 

Club (Nimoku Kei).< 
Except for relatively few changes, the companies belonging te 
each club ere the same companies whict. were defined as core 
companies by SCAP. (They were called "first and second line" 
companies during that period). 

Several factors which must be considered before , 

determining the relative position of the presidents’ clubs in 


terms of their becoming successor groups to the boards of the 





lyomamura, } On oter Orr. ps bec. 
eHadley, Antitrust, pp. 206-207. 
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prewar honsha are as follows: First, they are composed of 
people who are equa is (e.g., company presidents) which is no 
small matter to a nation which has only recently escaped from 
@ rigid social hierarchy. Second, th3y tend te be too big and 
are far fiom being completeiy cohesiv>. Last, there is no 
structure to compel ene of the core companies te adapt a 
specific plan or program even when th2re 1s a consensus of 
Opinion on the part of the group. %h2 Oriental). Economist 
summed this up when it investigated tie functions of 
Mitsubishi's Friday Club: 
The Kinyo Kei serves as a clearing house for 

information, and also as a consultative organ. 

It wakes no dec segue: and it has no secrctarlial 

machinery. Conseauently, it would be a oe 


to believe that the Kinyo het exercis the 
authority and, power formerly 'y wielded te the 


ae a ee 


ry Ud ik ei e ¢ e YSU sie =). e e But Tiere Ls 
no denyirg that... (it) does function as an 
effective: pivot for coordination uf group 


effiliated activities.t 





Comprehensive and extensive interlocking directorates, 
as illustrated in Table 3, were formerly used to control 
combine members, Today, if 1959 information is correct, 
interlocks are relatively sparse (Tabi.c 33). In addition, 
since appolniment and selection of top corporate leaders is no 
longer made from a central point (1.¢., the honsha), the 
interlockatory features no longer have the strength to dominate 


as they had in the past. 








Yamamura, Aeonomic Policy, pp. Lee~123. 


128 


Pei 5S 


INTERLOCKING DIRECTORATES AMONG THE CORE 
COMPANIES OF THE MITSUBISHI, MIGSUI, 
AND SUMITOMO GROUPINGS (1959 DATA) 


CT EEE OE ION. Chto Neer Np ppm oe eee = me A lip ctl a iT aa ae Saray ip eens Eases a i eer i acRegut arin 


Part As Mitsubishi 


Mitsubishi Bank frading's president, director; 
Tokyo ire, Marine Insurance's 
chairman, director; Melji Life 
Insuraace! s president, director. 














Tokyo Marine, Fire Insurance Meiji Iuife Insurance's 
president, auditor. 


M. Heavy Ind. Reorg. frading's vice-president, 
Q@irector. 


M. Japan Heavy Industries sent president, director 
Steel Mfg.'s chairman, 
diigec tor. 


M. Steel Japan Heavy Industries’ 
president, director; Blectric's 
vice=president, Girector. 


Moestsc. Nig. Trading 's Maukgang director, 
director 
M. Chemical Machinery Trading's vice-president, 


director; Heavy Ind. Reorg.'‘s 
managing director, director. 


M, Rayon Trading's president, director; 
Real Estate's chairman, 
directcr, 
M., Petrochemicals trading’ S president, auditor; 


Bank's pres ident, BUdL tor 5 

Metal Mining's preside ont 
director; Real Es tate | Sg chaimnan, 
director; Rayon's president 
director. 


M. Cement Treding's president Epi 2Ge LOX ; 
: Real Hs ta te | s president, director; 
Mining ' Ss president, director; 
Mining's managing director, 
dircctor; Asahi Glass's president, 
director. 


HM. Warchouse Treadinug's president, director. 





TABLE 33 Continued 


Pert B: Mitsui 
2 7 va = § ° x6 
Showa Aircraft Japan Steel's president, director; 
Mitsui Shipblde.'s pres oD 
diractor; Mitsui Shipbldg.'s 
Greeecim, dlrector. 


Tokyo Food Prsducts 


Mitsui Real state 


Part OC: Suni tono 


Sumitomo Blectric Ind, 


Japan Electric 


sumitomo Machinery 


S. Real Estate 











faisho Marine. Fire Insurance's 
auditor, BUGL GOL « 


Mitsui Bank's director, chalrman. 


Nippon Electric's president, 
director; Warehouse's auditor, 
aude vor. 


Sumitome Electric's chairman, 
direc tor. 

Sumiteme tTrading's vice-presiden, 
Girecter: 


Sunitome Chemical's president, 
director; Sumitomo Metal Ind. 's 
pre esident, director; Sumitomo 
Bank's president, director; 
Sumitone Trading’s president, 
auditor. 


en oe 











peurce: Hadley, Antitrust, pp. 251-252. 
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Pelations 





Although each group faces the same rivals in multiple 
sectors of the market as in prewar days, the frequency with 
Which trangactions of buying, selling and borrowing have 


crossed the lines of the grouping has increased. For 


Mitsubishi Heavy Industries Rrorganized-== 
Si lige ~ the prineipal firms from which it buys, 
Sunitomo Metal es ae anong the principal 
firms to which it sells, Osaka Shosen-Mitsuil 
Shipping. 


Mits..i Chemical indus Fe aee g<catong principal 
firms frcm which it buys, Mitsubishi Treading; 
among principal firms to which it sells, 
Sumitomo Hetal Industries 


Sunitono Metal Industries--aming principal 
firms from which it buys, Mitsubishi Trading 
and Mitsui & Ca.; among principal firms to which 
it sells, Mitsui & Co.- 


e 


ee ee ee ee 8 Se 2 oo ek , a a ae 2 2 Wen2 ee 
*(> A ; a s~mG Dpoaoy aie pon Sick = 
APLOPes OL 145 PSLTsOG 45 HE Yopalites Sayills, Lich SAG 


koxobi yaeoki. (seven times down, eight times up)."* 


REAP 2 














LHadley, Antitrust, pp. 255-256. 





-2¢ohen, Postwar Economy, p. lt. 


CHAPTER VI 
CONCLUS LON 


fn the foregoing pagcs of the last chapter, both the 
modern econony and the major elements which serve to make up 
the internal business elements of that economy were examined. 
in addition, the workings of the Mitsui, Mitsubishi and 
pumitomo grotpings were considered in relation to these 
elements and to prewar criteria. From this a conclusion can 
be drawn as to the long range effects of occupation reforms 
and to the existence of the zaibatsu jin the Japanese business 
merid of today. 

With respect to the lasting eifects of the reforns, 
the answer is obviously a dual one--yes and no. foday, there 
is no gaibatsu family member prominent in investment or 
executive circles. In looking at today's business groupings 
anong representatives of the major zaibatsu, it has become 
clear that the organizational structure is different although 
some of the same control techniques used in the prewar era are 
Still being used. Even though the names ee the same, the 
groupings are loose confederations as opposed to the tightly 
knit monolithic units of old. From a situation where core 


companies acted only as if they were depertments in a highly 


Jugs 


Je 
centralized organization, the reforms heave brought these same 
corporations into the position of becoming separate viable 
units. Company boards are now able te make fundamental 
decisions with respect to suck things as open discussions, 
executive appointments, personnel policies and political 
contributions which is markedly different from the combine 
period in which monolithic unity was « product of enforced and 
reenforced contro]. via the honsha, Today, those ties of 
yesterday are shadows of the past and concerted action rests on 
a base of cooperation stemming out of common elements such as 
trade names and trademarks as well as the long tradition of 
collectivism which has characterized capanese businesses for 
many centuries. Since the current top officers of these 
companies hat years of experience under the zelipatsu management 
and control system where complete emphasis was placed on the 
organization as a whole, 1t is not difficult to see that a 
sort of gakubatsu (school cligue) attitude still remains which 
is strong enough to form a cohesive factor among equals within 
the group. 

On the other hand, the reforn was not really effective 
in breaking warket concentrations and preventing cartels which 
was the real purpose of the antimonopoly legislation. The 
weak political base of the Fair Trade Commission has enabled 
other elements of the government to promote market concentra- 
tion and cartelization. The government itself, through loan 


and tax advantages, has encouraged large scale twergers. This 


135 
manifestation of Japanese business philosophy clearly 
illustrates the fundamental difference in attitudes toward 
competition between America and Japan. American competitive 
policy reflects a position that ex treme market concentration 
either from self growth or merger is 10t healthy, and 
encouragcs open and competitive markets. In Japan, however, 


"excessive competition" 


competition is considered equal to 
and, as such, is considered to be ine’ficient because firas 
are so small that they cannot stand u» to cyclical changes or 
compete in international trade. With the axis of the Japanese 
eccnomy considered to be exports, a lowewage, high profit 
policy where the government is active in business, is of 
little concern to the citizenry. Although there are valid 
StéM, NG vapanese goVerninent aud 
private business assessments remain the same and are unlikely 
to change in the face of the highest sustained economic growth 
rate in its history or of any other. 
With the change in corporate ¢tructure, a new group of 
words has arisen to describe the collective businesses. 
The current general term for business 

groupings in Japanese is keiretsu, which, broken 

into its component parts, ~ is ee meaning 

Lineage, faction, group" and "retsu" meaning 

"arranged in order." Used without “modifying 

adjectives,+ the term usually refers to the 

Successor groupings of zgaihatsu companies, or 

other "headless" combines. .. . In other words, 

keirs tau refers to a conglomerate grouping of 

majors wlth ties to one another of ownership, 


credit, management and marketing. ‘The base is 
then one of multiple ties, in contrast to other 





Fee eS 





lvodifying adjectives are such things as kinyu keirets 
groupings which rest on credit sources; kigyo ke ixets SU, 
groupings which rest on raw material suppliers or product 
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types of groupings which rest primarily on 
one type of linkage.t 


Another postwar term, zaikai, has come into favor. It is 
defined as "tshe economic world or economic (financial) 
circles." In use, 


» « « Lt practically supersedes gzaibatsu. 

- © « By inference ag well as usage, the new 
term connotes big-businessS power group. « « . 
More ine.usive than zaibatsu, it igs neverethe- 
less rescricted to big business. In journalistic 
usage, isc more often than not refers to the leaders 
of big business, particularly those who have the 
support of the powerful economic organizations. 
Zaikai also denotes the place where the craving 
for political power is openly expressed and 
gratified--that hypothetical arena in which big 
business influences the government... by the 
collective strength and_ "unified will” of its 
economic organizations... 


This, the conclusion can be drawn that although the 
eompanies fer the most rart still exist, the oider zuinutsu 
per se no losger exists, but has been replaced by kKeinetsu 
in the business world and zaikei in the political-economic 
sphere. How2ver, there is a dark side to the picture, as 


pointed out by Eleanor Hadley: 











finishers; salhon keiretsu, a subsidiary group which rests on 
Capitol and xhere parent company OO Ae ic high, managee 
ment interlocks numerous and credit extension frequent; and 
kombineto, groupings which rest on technically related 
products where the output of company's plant 1s the raw 
material input for another and where wrauspor tation costs 
range from high to prohibitive. 


luadley, Aue Gs, Dp. 251+ 
“Kenkyusha! s New dapanese-fnglish Dictionary, p. 2044. 


PYanaga Chitoshi, pt SINE RS in Japanese Politics 
(New Haven: Yale University press, 1965), p. 52. 
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While government favors~-crcedit, tax or 
Otherwise=-may greatly facilitate the performance 
of the econony, to which the postwar Javanese 
economy is clearly brililant testimony, there is 
& price to be paid for this manner of cperation. 
- « » Iy Japan's past, the partiality of 
government favors was a major contributory factor 
to the development of the zalbatsu.e ... 
€ é ® © 4. e @ e © t o e e e ° © td tg c @ td e © 6 ° 
Polisical history, including Japanese history, 
provides many illustrations of the unfortunate 
political consequences of (economic) concentration.+ 


This latter view is particularly appropriate at this 
time. merging, large organizations, such as the current Toyota 
Group, show every single facet of the old zaibatsu in their 
organizations with the one exception of the financial/banking 
tiles. If these businesses develop in the same manner as in 
the pest, it is only a question of time before there will be 
powerful group banks emerging, and with the banks will come 
more market concentration. 

The problem, the warning, and the potential outcome 
are all succinctly and beautifully stated in the word victure 
drawn by the seventeen-syllable Japanese poetry called 
hailu-— 

When the tight string 

snapped, the kite fell 


PE COL LOR Gee TGR coe tues 
Ee lest its spiriw. 


ee ae as 








lHadley, Antitrust, pp. 454=-, 406-407. 





“Haiku Harvest, trans. by Peter Beilenson and Harry 
Behn (Mount Veruon, N. Y.: The Peter Pauper Press, 1962), 
De LQ, 


Banto 

Bakufu 
Chonin 
Chosen 


Daimyo 


Dokusen shihon 


Geakubatsu 


Getsuyo hal 


Hakusul Kai 
Hiragana 
Honsha 
Honzensha 
Kambatsu 
Kanji 

Ka takana 
Kazoku seldo 
Kelretsu 
Kinyo Kas. 


Kodoha 


APPENDIX I 
GLOSSARY OF JAPANESE TERMS 


A elerk, usually the chief clerk 
Bureaucracy of the Tokugawa era 
Merchant class 

Korea 

Local lords of thse Tokugewe era 
Monopoly capltal 

School clique 

Mitsui's Monday Club 

ary cLiqus or militeris ts 
Sumitomo's White Waters Club 

Current Japanese syllabary 

Head holding company of a combine 
Head family holding company of a combine 
Official clique or bureaucracy 
Japanese ideographic script 

Current dapanese syllabary 

Family system or organization 
Current term for business groupings 
Mitsubishi's Friday Club 

Army “Imperial Faction" of the 1930s 
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Kokuhonsha 
Kokury ukai 
Junsenji Keizai 
Minseito 


Nimoku ia: 
Nippon Ginko 


Nippon Yugen 
Kaisha (NYX) 


Nomin 
Naki 
Sakurakai 
samurai 


RPeiyukali 


shinka zaibatsu 
shogun 
Shogunate 


Taisei Yokusan 
Kai 


Tonya 
Toseiha 


4aibpatsu 


Zalkat 


Oi 
National Foundations Society 
pociety of the Black Dragon 
Quasl-wartime eccnomy 


Political term referring to the 
"Democratic Agsociates Party" 


Mitsui's Second fhursday Club 


Bank of Japan 


Japanese Mail Steamship Company 
Peasant clags 

Rice wine 

Society of the Charry 

Warrior 


Political term referring to the 
"Association of Political Friends" 


New zaibatsu 
Warlord 


Rule by warlords 


imperial Rule Assistance Association 

Wholesale establishment 

Army “Control Group" faction of the 1930s 

Huge politically end economically 
powerful combines usually family 
dominated and tightly controlled 
through management and financial 
interlocks 


Economic or financial circles 


APPENDIX II 
THE SUBSTANTIVE PORTIONS OF THE ANTIMONOPOLY LAW 


Chapter I, Article 2: Defined such terms as “entrepreneur, " 
"compe tition, " "or diva te monopoliza tion, © etc. Also defined 
the pera ame ters of the term “unfair nethods of competition" 
as: 

(1) undue price discriminaticn in the “supplying of 
commodities, funds and other economic benefits." 

(2) "supplying of commodities, funds and other 
economic ben2fits at undue low prices, | 

(3) stealing of a competitor's customers by 
unreasonably "inducing or coercing . . . by means of offering 
benefits or that of threatening disadvantages. 

(4) “unwarranted refusal to receive from or supply to 
other entrepreneurs commodities, funds and other economic 
penerfits.' 

(5) maintaining exclusive or sole agency contracts. 

(6) forcing selection of officers in other companies 


ee IM RAVA MA atu tnt af t¢tmnnha 
Dy Wdsrr by fe et OD UL Cw oe td Cx VWde M4 LW ¢t 


Chapter II: Dealt with private monopolies and "unreasonable 
restraints of trade." 

Article 4: prohibited participation in price i 
restricting output, “technology, pro¢ucts, markets, ...« 
eustomers, .« .« . construction or expension of facilities. 

Article 5: prohibited participation in associations 
which controlled the flow of products or materials (internal 
cartels or monopolies). 

Article 6: prohibited participation in international 
cartels. 


Chapter III: Dealt with “substantial disparities in bargaining 
power. , | 
. Article 8: directed that the Fair Trede Commission 
(FTC) could, when founded, order the transfer of (2 Dare wee 
(the) business facilities" oe (tale eny Other necessary 
measure" to elimina te "disparities in bargaining power 1 aa 
mas net-based upon "technological grounds. | 


Chapter Iv: Deta ilea restrictions on such things as "stock 
holdings, multiple directorates, mergers and (the) transfer 
of whole business(es)." 
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Article 9: prohibited holding companies which were 
defined as "a company whose principal business is to control, 
by holding stocks, the business activities of another company.” 

Article 10: prohibited the acquisiticn or possession 
of stock in ancther company by nonfilnancial firms which would 
restrict competition unless horizontal integration was 
justified on technological grounds. 

Article 10: prohibited the acquisition or possession 
of stock in another company by nenfinanelial firms which would 
restvict competition unless hirizontal integration was 
justified on technological grounds. 

Article 11: prohibited financial firms from owning 
more than 5 percent of the stock of any other single 
enterpzeise, either industrial, or financial, and also 
prohibited the purchase of stock in competing firms. 

Article 13: prohibited interlocking directorates in 
competing firms and provided certain other restrictions to 
noncompeting firms under the same ownership. 


Chapter V: Jealt with “unfair methods of competition." 
Chapter Vi: Dealt with exemptions to the law. | 
Chapter VIII: Set up the Fair Trade Commission (FTC). 

Chapter IX: Dealt with court appeals from FTC rulings. 


Chapter 4: Provided for penaivies. 


APPENDIX fit 


FACTORS WITHIN THE DECONCEIN TRATION LAW TO BE USED 
FOR DETERMINATION OF EXCESSIVE CONCENTRATIONS 


Ll. Percentage of amount of production or other 
economic activity . . . to the total production capacity or 
total amount of other ecenomic activity. 


2. Comparison of present production capacity in 
Japan proper with maximum capacity in Japan proper cz or 
prior to dune 30, 1937, of any enterprisc. 


2. Comparison of percentage sf present production 
capacity or amount of other economie activity ... of any 
enterprise to the total production capacity or total amount 
Of Other economic activity .. . in tthe respective field of 
Se uLv Ly. | 


4. Relationship of control over other enterprises. 


5 «he number, location and other geographic 
conditions of’ plants operated by any enterprise. 


6. Whether plants are inter-celated in productive 
processes ant. extent of such interrelation in use cf raw 
materials, products produced or in markets for products. 


-{. Control of raw materials by any enterprise. 


8. History of expansion of business activity by 
means of merger of independent enterprise or other means. 


9. Comparison of the efficiency of production of 
any enterprise with the efficiency of its separated perts 
or combination of separate parts. 


LO. Participation of any enterprise in or the 
existence of any arrangement .. . which provides for special 
privileges in the purchase or sale of materials, restrictions 
upon production or distribution, fixing prices, restrictions 
upon business or sales ereas, or the exclusive exchange of 
patents or technical information. 


Ji. Control over substantial business activity 
operated by individuals or members of family. 
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